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Mr. GrAY of Pennsylvania, from the committee on conference,
submitted the following

CONFERENCE REPORT

*  [To accompany H.R. 3128]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the House to the amendment of the
Senate to the text of the bill (H.R. 3128) to make changes in spend-
ing and revenue provisions for purposes of deficit reduction and
program improvement, consistent with the budget process, having
met, after full and free conference, have agreed to recommend and
do recommend to their respective Houses as follows:

That the Senate recede from its disagreement to the amendment
of the House and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the House
amendment insert the following:

SHORT TITLE

Section 1. This Act may be cited as the “Consolidated Omnibus
Budget Reconciliation Act of 1985".
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] f sharing. )
%%‘; ))f'IV‘.,C{izgfle:eL;f)ice, postal service, and governmental affairs generally.

] ) ti rograms. )
%Zﬁ ))((‘%l.H(l}%Zf;ufgz Cfl:g?cgl gtriucation Council and technical amendments to the

Public Health Service Act.
Title X VIII. Small business programs.

Title XIX. Veterans’ programs.
Title XX. Miscellaneous provisions.

TITLE I—AGRICULTURE PROGRAMS

Subtitle A—Agricultural Program Savings

SEC. 1001. AGRICULTURAL PROGRAM SAVINGS. .

The expenditures and outlays resulting from the provisions of
title XI (relating to the export sales of dairy products) and title XIII
(relating to emergency disaster loans and loan authorizations under
the Agricultural Credit Insurance Fund) of the Food Security Act of
1985 (H.R. 2100, 99th Congress) shall be counted for purposes of de-
termining savings under the Consolidated Omnibus Budget Recon-
ciliation Act of 1985 as having been enacted under this Act.

Subtitle B—Tobacco Program Improvements

SEC. 1161. FINDINGS AND PURPOSES.
(a) FinpInGgs.—Congress finds that—

(1) the maintenance of a viable tobacco price support and pro-
duction adjustment program is in the interests of tobacco pro-
ducers, purchasers of tobacco, persons employed directly or indi-
rectly by the tobacco industry, and the localities and States
(lghose economies and tax bases are dependent on the tobacco in-

ustry;

(2) the present tobacco price support program is in jeopardy
and in need of reform;

(3) under present law, the levels of price support for tobacco
have resulted in market prices for tobacco that are not competi-
tive on the world market;

(4) as a consequence, extremely large quantities of domestic to-
bacco have been put under loan and placed in the inventories of
the producer-owned cooperative marketing associations that ad-
minister tﬁe tobacco price support program;

_ (9) the increased inventories have led to a significant increase
in the assessments producers are required to pay to maintain
the tobacco price support program on a “no net cost” basis;

(6) such increasingly large assessments are creating a severe
hardship on producers;

(7) the existence of such large inventories poses a threat to the
orderly marketing of future crops of tobacco;

((18) zbwentorzes of producer associations must be significantly
reduced or the tobacco price support program will collapse;

(9) the Commodity Credit Corporation is threatened with sub-
stantial losses on disposition of these inventories should the to-
bacco price support program collapse;

(10) it is imperative that such excess inventories of tobacco be

disposed of, under the supervisi )
ture, in a manner that— pervision of the Secretary of Agricul-
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(A) will not disrupt the orderly marketing of new tobacco
crops;

?) will minimize any losses to the Federal Government;
an

(C©) will be fair and equitable to all tobacco producers
and purchasers;

(11) the mutual cooperation of tobacco producers, tobacco pur-
chasers, producer associations, and the Secretary of Agriculture
is necessary—

~ (A) to restore the tobacco price support program to a
stable condition; and

(B) to prevent substantial losses to taxpayers that would
result from the collapse of the program;

(12) restoration of stability to the tobacco price support pro-
gram through a sharing of the cost of that program by purchas-
ers of tobacco along with producers of tobacco is necessary to
prevent undue burdens on, or obstruction of, interstate and for-
eign commerce in tobacco; and

(13) the system of grading tobacco should be thoroughly re-
viewed to ensure that grades are assigned to tobacco that prop-
erly state the quality of such tobacco.

(b) PurprosgS.—The purposes of this subtitle are—

(1) to encourage cooperation among tobacco producers, tobacco
purchasers, and the Secretary of Agriculture in reducing tobac-
co price support levels, assessment costs, the size of inventories
of producer associations, and the exposure of taxpayers to large
budget outlays;

() io adjust the method by which price support levels and
production quotas are calculated to reflect actual market condi-
tions;

(3) to facilitate the purchase and sale of Flue-cured and

'Burley tobacco presently in the inventories of producer associa-
tions through which producers of Flue-cured and Burley tobac-
co are provided price support; _

(4) to provide that purchasers and producers of domestic to-
bacco share equally in the cost of maintaining the tobacco price
support program at no net cost to the taxpayers; and

(5) to expedite reform of the system of grading tobacco so that
grades assigned to tobacco more accurately reflect the quality of
such tobacco.

SEC. 1102. PRICE SUPPORT ADJUSTf"MEN’TL'S. 1985 J sub ; ;

a) IN GENErRaL.—Effective for the and subsequent crops o,
togacco, section 106’(ﬂffof the Agricultural Act of 1949 (7 US.C.
1445(f) is amended by striking out paragraphs (4) and (5) and in-
serting in lieu thereof the following new paragraphs:

“(}) For the 1985 and 1986 crops of Burley tobacco, the sup-
port level shall be $1.488 per pound.

“t5) Fog th§81.986' cro;r:;f Flue-cured tobacco, the support level
shall be $1. r pound.

“C6XA) Efcepfeasp;rovided in subparagraph (B), for the 1986
and each subsequent crop of any kind of tobacco (other than
Flue-cured and Burley tobacco) for which marketing quotas are
in effect or are not disapproved by producers, the support level
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the level in cents per pound at which the immediately
;}rlgclefdlt?fzg cro’{). z;t)as supported, plus or minus, respectively, the
ich— . .
amoun‘t‘(i[;ytl;:e support level for the crop for which the determi-
nation is being made, as determined under subsection (b), is
greater or less than ) . .
“(ii) the support level for the immediately preceding crop,
as determined under subsection (b),
as that difference may be adjusted by the Secretary under sub-
section (d) if the suppor; level( _z.jnder clause (i) is greater than
the support level under clause (ii). ) )

“(B)pll\)/'otwithstanding subparagraph (A) and subsection (d), if
requested by the board of directors of an association through
which price support for the respective kind of tobacco specified
in subparagraph (A) is made available to producers, the Secre-
tary may reduce the support level for such kind of tobacco to
the extent requested by the association to more accurately reflect
the market value and improve the marketability of such tobac-
co.

“(?XA) For the 1987 and each subsequent crop of Flue-cured
and Burley tobacco for which marketing quotas are in effect or
are not disapproved by producers, the support level shall be the
level in cents per pound at which the immediately Dpreceding
crop was supported, plus or minus, respectively, an adjustment
of not less than 65 percent nor more than 100 percent of the
total, as determined by the Secretary after taking into consider-
ation the supply of the kind of tobacco involved in relation to
demand, of—

‘(i) 66.7 percent of the amount by which—

“Q) the average price received by producers for Flue-
cured and Burley tobacco, respectively, on the United
Sta(es auction markets, as determined by the Secretary,
during the 5 marketing years immediately preceding
the marketing year for which the determination is
being made, excluding the year in which the average
price was the highest and the year in which the aver-
age price was the lowest in such period, is greater or
less than

“dD the average price received by producers for Flue-
cured and Burley tobacco, respectively, on the United
States auction markets, as determined by the Secretary,
during the b marketing years immediately preceding
the marketing year prior to the marketing year for
which the determination is being made, excluding the
year in which the average price was the highest and
the year in which the average price was the lowest in

W t<>'_Stc'g)zj,{)?erwd; and - o
1 59.9 percent of the chan, e, expra
sound of tobacco, in the index o/g price{s) ;Zifidbﬁo%a‘iﬁ)t p};eor-‘
ucers from January 1 to December 31 of the calendar year

gn’rnngg:ztely breceding the year in which the determination

“(B) For purposes of subparagraph (A)—
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“G) the average market price for Burley tobacco for the
1985 marketing year shall be reduced by $0.039 per pound;

“(ii) the average market price for Burley tobacco for the
1984 and each prior applicable marketing year shall be re-
duced by $0.30 per pound;

“(iii) the average market price for Flue-cured tobacco for
the 1985 marketing year shall be reduced by $0.25 per
Ppound;

“Giv) the average market price for Flue-cured tobacco for
the 1984 and each prior applicable marketing year shall be
reduced by $0.30 per pound; and

“lv) the index of prices paid by tobacco producers shall
include items representing general, variable costs of produc-
ing tobacco, as determined by the Secretary, but shall not
include the cost of land, risk, overhead, management, pur-
chase or leasing of quotas, marketing contributions or as-
sessments, and other costs not directly related to the pro-
duction of tobacco.’’.

(&) CERTAIN GRADES OF FLUE-CURED ToBacco.—Effective for the
1986 and subsequent crops of tobacco, section 106 of the Agricultur-
al Act of 1949 (7 US.C. 1445) is further amended by striking out
subsection (g).

SEC. 1103. DETERMINATION OF MARKETING QUOTAS FOR FLUE-CURED AND

BURLEY TOBACCO.

(a) DEFINITIONS.—Section 301(b) of the Agricultural Adjustment
Act of 1938 (7 U.S.C. 1301(b)) is amended—

(1) by adding at the end of paragraph (1}) the following new
subparagraphs:

“(C) ‘Reserve stock level’, in the case of Flue-cured tobacco, shall
be the greater of—

“G) 100,000,000 pounds (farm sales weight); or

“Gi) 15 percent of the national marketing quota for Flue-
cured tobacco for the marketing year immediately preceding the
marketing year for which the level is being determined.

“D) ‘Reserve stock level’, in the case of Burley tobacco, shall be
the greater of—

“(i) 50,000,000 pounds (farm sales weight); or
“Gi) 15 percent of the national marketing quota for Burley to-
bacco for the marketing year immediately preceding the market-
ing year for which the level is being determined.’; and
. (9) by adding at the end thereof the following new paragraph:

“17) ‘Domestic manufacturer of cigarettes’ means a person that
produces and sells more than 1 percent of the cigarettes produced
and sold in the United States.”.

(b) Frue-curep ToBacco.—Section 317(a)1) of such Act (7 U.S.C.
1314c(a)1)) is amended— . vy - !

(1) by striking out ‘““National marketing quota™ in the first
sentence and inserting in lieu thereof “(A) Except as provided in
subparagraph (B), ‘national marketing quota " and

(%) by adding at the end thereof the following new subpara-

hs:
“(f?;a for the 1986 and each subsequent crop of Flue-cured tobacco,
‘national marketing quota’ for a marketing year means the quantity
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of Flue-cured tobacco, as determined by the Secr;tary,t tlha;_ts not
more than 103 percent nor less than 9_7 percent of the t(ti) a bo shat

“ti) the aggregate of the quantities of Flue-cured tobacco / a
domestic manufacturers of cigarettes estimate the manu;;ac ur-
ers intend to purchase on the United States auction mar edtsdor
from producers during tl;eo Anarketmg year, as compiled and de-

3 nder section 320A;
ter‘r‘;zi;;zegl: average annual quantity of Flue-cured tobacco ex-
ported from the United States during the 3 mar_ktzfln}%T y(eia;'s im-
mediately preceding the marketing year for which the determi-
jon is being made; an
na‘t‘;ioi’z?) l?hzequé:zntity, if any, of Flue-cured tobacco that the Sec-
retary, in the discretion of the Secretary, determines is necessary
to increase or decrease the inventory of the producer-owned co-
operative marketing association that has entered into a loan
agreement with the Commodity Credit Corporation to make
price support available to producers of Flue-cured tobacco to es-
tablish or maintain such inventory at the reserve stock level for
Flue-cured tobacco. o
“(C) Notwithstanding any other provision of law—

“(i) the national marketing quota for Flue-cured tobacco for
each of the 1986 through 1959 marketing years for such tobacco
shall not be less than 94 percent of the national marketing
quota for such tobacco for the preceding marketing year; and

“(ii) the national marketing quota for Flue-cured tobacco for
each of the 1990 through 1993 marketing years for such tobacco
shall not be less than 90 percent of the national marketing
quota for such tobacco for the preceding marketing year.”’. .

(c) BURLEY ToBacco.—Section 319 of such Act (7 U.S.C. 1314e) is
amended—

(1) in subsection (c)—

(A) by striking out “The national marketing quota” in
the first sentence and inserting in lieu thereof “(1) Except
as provided in paragraph (3), the national marketing
quota’”

(B) by striking out the second sentence;

(g) by designating the third sentence as paragraph (2):
an

(D) by adding at the end thereof the following new para-

graphs:

“(3XA) For the 1986 and each subsequent crop of Burley tobacco,
the national marketing quota for any marketing year shall be the
quantity of Burley tobacco, as determined by the Secretary, that is
not more than 103 percent nor less than 97 percent of the total of—

(1) the aggregate of the quantities of Burley tobacco that do-
mestic manufacturers of cigarettes estimate the manufacturers
intend to purchase on the United States auction markets or
from producers during the marketing year, as compiled and de-
terr;q;zec}il under section $20A;

“Gi) the average annual quantity of Burley tobacco exported
from the United States during the 3 fmarket}i’ng years irrfmedi-

ately preceding the marketing year for which the determination
is being made; and



7

“iii) the quantity, if any, of Burley tobacco that the Secre-
tary, in the discretion of the Secretary, determines is necessary
to increase or decrease the inventories of the producer-owned co-
operative marketing associations that have entered into loan
agreements with the Commodity Credit Corporation to make
price support available to producers of Burley tobacco to estab-
lish or maintain such inventories, in the aggregate, at the re-
serve stock level for Burley tobacco.

“(B) In determining the quantity of Burley tobacco necessary to es-
tablish or maintain the inventories of the producer associations at
the reserve stock level under subparagraph (AXiii)—

“G) the Secretary shall provide for initially attaining the re-
serve stock level over a period of 5 years; and

‘i) any downward adjustment in such inventories of Burley
tobacco may not exceed the greater of—

“a) 35,000,000 pounds; or
‘D) 50 percent of the quantity by which—

“laa) the total inventories of Burley tobacco of the
producer-owned cooperative marketing associations
that have entered into loan agreements with the Com-
modity Credit Corporation to make price support avail-
able to producers of Burley tobacco; exceed

“(bb) the reserve stock level for Burley tobacco.

“(C) Notwithstanding any other provision of law—

“li) the national marketing quota for Burley tobacco for each

" of the 1986 through 1989 marketing years for such tobacco shall
not be less than 94 percent of the national marketing quota for
such tobacco for the preceding marketing year; and

“(ii) the national marketing quota for Burley tobacco for each
of the 1990 through 1998 marketing years for such tobacco shall
not be less than 90 percent of the national marketing quota for
such tobacco for the preceding marketing year.”; and

(2) by inserting “, except in the case of Burley tobacco,” after
“Provided, That” in the fourth sentence of subsection (e).

(d) Purcrase INTENTIONS.—Effective for the 1986 and each subse-
quent crop of tobacco, such Act is amended by inserting after section
320 (7 US.C. 1314f) the following new section:

“‘SUBMISSION OF PURCHASE INTENTIONS BY CIGARETTE
MANUFACTURERS

“Spc. 820A. (aX1) Not later than December 1 of any marketing
year with respect to Flue-cured tobacco (or, in the case of the 1.98_6
crop, 14 days after the date of enactment of the Consolidated Omni-
bus Budget Reconciliation Act of 1985) and January 15 of any mar-
keting year with respect to Burley tobacco (or, in the case of the 1986
crop, 1} days after the date of enactment of such Act or January 15,
1986, whichever is later), each domestic manufacturer of cigarettes
shall submit to the Secretary a statement, by kind, of the quantity
of Flue-cured tobacco and Burley tobacco (for which a national mar-
keting quota is in effect or for which the Secretary has proclaimed a
national marketing quota for the next succeeding marketing year)
that the manufacturer intends to purchase, directly or indirectly, on
the United States auction markets or from producers during the
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next succeeding marketi(rizgdyear (,izerea{)"ter in this section referred to
y 3 intended purchases ). . ]
as“t(iéj f‘ll:ea ’.éizlctze%r; shall aggregate the quantities of intended pur-
chases in a manner that will rfz_ot allow t?e tzder;tlﬁcatton of the
3 ] ed purchases of any manufacturer. .
qu‘c‘z(rg)tzg Z’;l;'nctieo’;(festilz- manufacturer of cigarettes fails to submit to
the Secretary a statement of the quantity of intended purch}:zs?ls of
the manufacturer, as required by this section, the Secretary sha es;'l-
tablish the quantity of inte;d;zld ‘lzzrtchézsesdto be attributed to suc
r for purposes of this Act, based on— )
manuﬁ‘z‘f]t)u’t"‘;zefqu{)zn,tjl?ty of intended purchases submitted by such
manufacturer under this section for the marketing year imme-
diately preceding the marketing year for which the determina-
jon is being made; or )
tlo“’l(gl)s if suﬁh manufacturer did not submit a statement of the
quantity of intended purchases of the manufacturer for the
marketing year immediately preceding the marketing year for
which the determination is being made, the most recent infor-
mation available to the Secretary. ) _

“leX1) All information relating to the quantity of intended pur-
chases that is submitted by domestic manufacturers of cigarettes
under this section shall be ;ezvt gonlﬁdentlal by all officers and em-.

the Department of Agriculture. .
plq,‘?gssol{ch info];mation may only be disclosed by such officers or
employees in a suit or administrative hearing—

“(A)G) brought at the direction, or on the request, of the Secre-
tary; or )

":‘};ii) to which the Secretary or any officer of the United States
is a party; and )

“(B) involving enforcement of this Act. _

“43) Nothing in this section shall be considered to prohibit the
publication, by direction of the Secretary, of the name of any person
violating this Act, together with a statement of the particular provi-
sions of the Act violated by such person.

“(4) Any officer or employee of the Department of Agriculture who
violates this subsection, on conviction, shall be—

“(A) subject to a fine of not more than $1,000 or to imprison-
ment for not more than 1 year, or to both; and
“(B) removed from office.

“d) Notwithstanding any other provision of law, a statement of

the quantity of intended purchases that is submitted under this sec-

tion shall be exempt from disclosure under section 552 of title 5,
United States Code.”’.

SEC. 1104. MARKETING QUOTA ANNOUNCEMENT DATE; PROCLAMA TION OF
QUOTAS FOR FLUE-CURED AND BURLEY TOBACCO.

(@) IN GENERAL.—Section 312 o the Agricultural Adjustment Act
of 1938 (7 U.S.C.‘ 1312) is amende f— & @ustmen

(1) by striking out “and February 1 of any marketing year

with respect to other: kinds of tobacco” in the matter Dpreceding

clause (1) of subsectt_on (a) and inserting in lieu thereof “Febru-

ary 1 of any marketing year with respect to Burley tobacco, and

March 1 of any marketing yeqr wi 1
parch 1 of a & year with respect to other kinds of
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(2) by striking out “and not later than the first day of Febru-
ary with respect to other kinds of tobacco” in the first sentence
of subsection (b) and inserting in lieu thereof *, not later than
the first day of February with respect to Burley tobacco, and not
laltjzr; than the first day of March with respect to other kinds of
tobacco”.

(b) DARk AIR-CURED AND FIRE-CURED ToBAcco.—Section 319(b) of
such Act (7 U.S.C. 1313e(b)) is amended by striking out “February 1”’
each place it appears in the fourth paragraph and inserting in lieu
thereof “March 1’

(¢) PROCLAMATION OF QUOTA FOR FLUE-CURED ToBAcco.—Section
317(d) of the Agricultural Adjustment Act of 1938 (7 U.S.C.
1314c(d)) is amended by adding at the end thereof the following new
sentences: “Notwithstanding any other provision of law, for the 1986
marketing year, the Secretary shall proclaim the national marketing
quota for Flue-cured tobacco not later than 21 days after the date of
enactment of the Consolidated Omnibus Budget Reconciliation Act
of 1985. Any proclamation with respect to the national marketing
quota for the 1986 marketing year for Flue-cured tobacco made by
the Secretary prior to such date of enactment shall become void on
enactment of such Act.”.

(d) PROCLAMATION OF Quotra FOR BURLEY ToBAcCCO.—Section
319(a) of the Agricultural Adjustment Act of 1938 (7 U.S.C. 1314e(a)
is amended by adding at the end thereof the following new sen-
tences: “Notwithstanding any other provision of law, for the 1986
marketing year, the Secretary shall proclaim the national marketing
quota for Burley tobacco not later than 21 days after the date of en-
actment of the Consolidated Omnibus Budget Reconciliation Act of
1985 or February 1, 1986, whichever is later. Any proclamation with
respect to the national marketing quota for the 1986 marketing year
for Burley tobacco made by the Secretary prior to such date of enact-
ment shall become void on enactment of such Act.”.

SEC. 1105. REDUCTION IN EXCESS TOBACCO NOT SUBJECT TO MARKETING
PENALTY.

(a) PenaLty on Excess ToBacco.—Effective for the 1986 and sub-
sequent crops of tobacco, the Agricultural Adjustment Act of 1938 is
amended—

. (1) by striking out “11?" i’;z sec;?orztoggI?(i)(dI) (7 US.C.
131 1)) and inserting in lieu thereof “103’; a

(é‘:{%)y( striking outg“110” in section 219Gx1) (7 US.C.
1314e(iX1) and inserting in lieu thereof “103”.

(&) Price SupporT oN Excess ToBacco.—Effective for the 1.9861'
and subsequent crops of tobacco, section 106(cX1) of the Agncul‘f;‘;g”
Act of 1949 (7 US.C. 1445(cX1)) is amended by striking out
and inserting in lieu thereof “103’.

SEC. 1106. PURCHASE REQUIREMENTS; ZEI\fqug;.Y J subs ¢ crops of
(@) IN GENERAL.—Effective for the and subsequent crof

tobacco, the Agricultural Adjustment Act of .1.938 (as amgnde'gg OIX

section 1103(d)) is further amended by inserting after section

the following new section:
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“PURCHASE REQUIREMENTS; PENALTY

“Sec. 320B. (a)(1) At the conclusion of each marketing year, on or
befosrica Z?zote pﬁ'e{s(cribed by the Secretary, each domestic mgnl]:fafitur-
er of cigarettes shall submit to the Secretary a statement, }3; ”(ll A do_f
the quantity of Flue-cured and Burley quota tobacco purc ase;ia , di-
rectly or indirectly, by such manufacturer during such marketing
yec‘z‘;.g) The statement shall include, but not be limited to, the quanti-
ty of each such kind of tobacco purchased by the manufacturer on
the United States auction markets, from producers, and from the in-
ventories of tobacco from the 1985 and subsequent crops of the pro-
ducer-owned cooperative marketing associations that have entered
into loan agreements with the Commodity Credit Corporation to
make price support available to producers of Flue-cured or Burley
tobacco. ) . . .

“(bX1) Except as otherwise provzded_ in this subsegtlon, any domes-
tic manufacturer of cigarettes that fails, as determined by the Secre-
tary after notice and opportunity for a hean(zg, to purchase during
a marketing year on the United States auction markets, from pro-
ducers, or from the inventories of tobacco from the 1985 and sub_se-
quent crops of the producer associations described in subsection
(@X?) a quantity of Flue-cured quota tobacco and a quantity of
Burley quota tobacco equal to at least 90 percent of the quantity of
the intended purchases of Flue-cured tobacco and Burley tobacco, re-
spectively, submitted by such manufacturer or established by the
Secretary for such manufacturer for that marketing year under sec-
tion 320A (as that quantity may be reduced under paragraph (2)
shall be subject to a penalty as prescribed in subsection (c).

“OXA) If the total quantity of Flue-cured or Burley quota tobacco,
respectively, marketed by producers at auction in the United States
during the marketing year in question is less than the national
marketing quota (including any adjustments for overmarketings or
undermarlgetmgs} for that kind of tobacco for that marketing year,
the quantity of intended purchases of each domestic manufacturer
of cigarettes, for purposes of paragraph (1), shall be reduced by a

for overmarketings or undermarketings) for that kind of tobacco for
the marketing year.

“(B) For purposes of this section, the term ‘marketed’ shall in-
clude.dzteposz‘tzon.of tobacco by consigning the tobacco to a producer
association described in subsection (@) for a price support advance.

(c) The amount of any penalty to be tmposed on a manufacturer
under ‘t‘hls section shall be determined by multiplying—

tion 106A or 106B of the Agricultural Act of 1949 (7 US.C

1445 or 1445-2) for the kind of tobaceo invotied by C-C
2 f{ze quantity by which— ’

(A) the purchases by such manufacturer on the United

States auction markets, from producers, or from the inven-

tories of tobacco from the 1985 and subsequent
0 f crops of the
producer associations described in subsec?ion (a)(?)pof 1};' lue-
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cured and Burley quota tobacco, respectively, for the mar-
keting year; are less than

“(B) 90 percent of the quantity of intended purchases of
such kinds of tobacco, respectively, submitted by the manu-
facturer or established by the Secretary for such manufac-
turer for that marketing year under section 320A (as that
quantity may be reduced under subsection (bX2)).

“tdX1) An amount equivalent to the penalty collected by the Secre-
tary under this section shall be transmitted by the Secretary to the
appropriate producer-owned cooperative marketing association that
has entered into a loan agreement with the Commodity Credit Cor-
poration to make price support avatlable to producers of Flue-cured
or Burley tobacco, as the case may be.

“2) Each association to which amounts are transmitted by the
Secretary under this section shall deposit such amounts in the No
Net Cost Fund or Account of such association in accordance with
section 106A or 106B of the Agricultural Act of 1949.

‘te) The limitations on disclosure set forth in subsections (c) and
(d) of section 320A shall apply to information submitted by domestic
manufacturers of cigarettes under this section with respect to the
quantity of purchases of Flue-cured and Burley quota tobacco
during a marketing year. Any officer or employee of the Department
of Agriculture who violates such limitations on disclosure shall be
subject to the penalties set forth in section 320A(cX}).

“UP As used in this section, the term ‘quota tobacco’ means any
kind of tobacco for which marketing quotas are in effect or for
which marketing quotas are not disapproved by producers.”.

(&) ConrorMING AMENDMENT.—Effective for the 1986 and subse-
quent crops of tobacco, the last sentence of section 372(b) of the Agri-
cultural Adjustment Act of 1938 (? U.S.C. 1372(b)) is amended by
striking out “The” and inserting in lieu thereof “Except as provided
in section 320B, the”.

SEC, 1107, LEASE AND TRANSFER OF BURLEY TOBACCO QUOTAS.

Effective with respect to the 1985 and subsequent crops of Burley
tobacco, the fourth proviso of section 319(g) of the Agricultural Ad-
justment Act of 1938 (7 US.C. 131je(g)) is amended by inserting
after “July 1 of that crop year” the following: “or, if such record of
the transfer is filed with the county committee after July 1, the
county committee determines with the concurrence of the State com-
mittee that all interested parties agreed to such lease and transfer
before July 1 and that the failure fo file such record of the transfer
did not result from gross negligence on the part of any party to such
lease and transfer’.

SEC. 1108, ASSESSMENTS TO NO NET COST Ffl‘]NDshOR;"g (;(;"OUI'\:ZS. e ;
@) No Ner Cosr Funp.—Effective for the and subsequen
crgpi' of tobacco, section 106A of the Agricultural Act of 1949 (7

US.C. 1445-1) bi: a:r_zem?e;i:
1) in subsection (a,
@ (A) by striking out “and” at the end of paragraph (3);
(B) by redesignating paragraph (6) as paragraph (7); and
(C) by inserting after paragraph (5) the following new

paragraph:
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“ term ‘purchaser’ means any person who purchases in
the(él;)'nti}tlgd Stateg, either directly or indirectly for the account of
such person or another person, Flue-cured or Burley quota to-

; nd’:. »

ba(cgc}o’b; inserting “or paid by or on behalf of purchasers” after
“producer-members” in the second sentence of subsection (c);

in subsection (d)— .

& ”;As) by striking out “and” at the end of clause (i) of para-

raph (1(A);

& (g) by inserting after clause (ii) of paragraph (I1XA) the

ollowing new clause:

f “(?ii) each purchaser of Flue-cured and Burley quota
tobacco shall pay to the appropriate association, for de-
posit in the Fund of the association, an assessment, in
an amount determined from time to time by the asso-
ciation with the approval of the Secretary, with respect
to purchases of all such kind of tobacco marketed by a
producer from a farm (including purchases of such to-
bacco from the 1986 and subsequent crops from the as-
sociation); and’

(C) by striking out ‘“The” in the last sentence of para-
graph (1) and inserting in lieu thereof the following: “The
amount of producer contributions and purchaser assess-
ments shall be determined in such a manner that producers
and purchasers share equally, to the maximum extent prac-
ticable, in maintaining the Fund of an association. In
making such determination with respect to the assessment
of a purchaser, only 1985 and subsequent crops of Flue-
cured and Burley quota tobacco shall be taken into ac-
count. The’”

(D) by inserting “and assessments” after “contributions”
in the last sentence of paragraph (1);

(E) by striking out paragraph (2) and inserting in lieu
thereof the following new paragraph:

“(2) require that any producer contribution or purchaser as-
sessment due under paragraph (1) shall be collected—

(A) from the person who acquired the tobacco involved
from the producer, except that if the tobacco is marketed by
sale, an amount equal to the producer contribution may be
3ztgzﬁted by the purchaser from the price paid to such pro-

“(B) if the tobacco involved is marketed by a producer
through a warehouseman or agent, from such warehouse-
man or“a_gent, who may—

but('l) deduct an amount equal to the producer contri-
tion from the price paid to the producer; and
(ii) add an amount equal to the purchaser assess-

. ment to the price paid by the purchaser; and

(C if the tobacco involved is marketed by a producer di-
2 ectly to any person outside the United States, ffom the pro-
se‘;z‘:;:e rlll;htt:) ;r;lay add an amount equal to the purchaser as-

e price paid by the purchaser;
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(F) by striking out ‘producers who jbute” i
viso of paragraph (3) 5nd inserting irfol’z%etgl;;‘zzeolfr‘l“the 5 ve-
ers and purchasers who contribute or pay’; proaue
(G) by striking out “and” at the end of z;aragm h (5)
of(H) I;y inserting “effective for the 1982 through%y&‘)' ’crops
mtg;:) ((61.).tobacco, after the paragraph designation in para-
() by striking out the peri
an(dJ) irzsert.ing'z!ﬁ lieu theergf)’;?‘:ia%dt’}’;ea:r:id of paragraph (&
(%ara gr&yp }zl:tsertzng after paragraph (6) the following new
“4?) effective for the 1986
bacco, provide, lff‘L loan agreerg:r(zitssll:gts:glef:ntthgrgﬁfpg'aqtggriaart%
an association, that if the Secretary determines that th
in the Fund or the net gains referred to i ) ot
the amounts necessary for the purpos 0 in paragraph (3) exceeds
the association, with the appfovgl ;;' .;‘ﬁecgied i This section
pend the payment and c ] e A Mot
ments under:’;‘his section :,fl;zg:;’t:: at:{'dcg:rfglilzytwns azd' hed by
the assoctation, with the approval of the Secrutms e’s,'ta lclis hed by
(4) by adding at the end thereof the followiena’y L anbs 1

“hXINA) Each person who fails to collect any cfn?;'ll‘; stl't P
sessment as required by subsection (dX2) and remit sucl;z lgg ?r'gs i
tion or assessment to the association, at such time and i;zl ? l;z
manner as may be prescribed by the Secretary, shall be liable, in l:zc;i
dition to any amount due, to a marketing pe;zalty at a rate equal tt;
75 percent of the average market price (calculated to the gzearest
whole cent) for the kind of tobacco involved for the immediately pre-
ceding year on the auantity of tobacco as to which the failure
occurs.

“B) The Secretary may reduce any such marketin, 1
such amount as the Secretary determ%lnes equitable ingalr)z;mclég i:
which the Secretary determines that the failure was unintentional
or without knowledge on the part of the person concerned.

“C) Any penalty “provided for under this paragraph shall be as-
sessed by the Secretary after notice and opportunity for a hearing.

“9XA) Any person against whom a penalty is assessed under this
subsection may obtain review of such penalty in an appropriate dis-
trict court of the United States by filing a civil action in such court
not later than 30 days after suc penalty is impos ed.

“B) The Secretary shall p"OmPtlJl' file in such court a certified

copy of the record on which the penally 1S based. .
“{8) The district courts of the United States shall have jurisdic-

tion to review and enforce any penalty imposed under this subsec-

tion.
“(4) An amount equivalent to any penalty collected by the Secre-
tary under this subsection shall be transmitted by the Secretary to
zi}e appropriate association, for deposit in the Fund of such associa-
ion.
“5) The remedies provided in this subsection shall be in ad’f’iition
to, and not exclusive of, other remedies that may be available.”.
(8) No Ner Cost Account.—Effective for the 1986 and subsequent
crops of tobacco, section 106B of the Agricultural Act of 1949 (7

US.C. 1445-2) is amended—
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; tion (a)— .
@ ”;fls)ug}s’e.:triking out “and” at the end of paragraph Cf))h ?)

(B) by striking out the perlgd at f’he end of paragrap
and inserting in lieu thereof ‘; and’; and } ara-

(C) by adding at the end thereof the following new p
graph: ’ h hases in

“ ‘purchaser’ means any person who purchas
the(‘(g;)'nti}tl:dtesrt’;ltels), either directly or indirectly for the account of
such person or another person, Flue-cured or Burley quota to-
ba(CQC)O.bQ" inserting “and purchasers” after ‘producers” in subsec-
tion (c)1); bsection (d)

ubsection (d)— .

& ”;:) by inserting at the end of paragraph (1) the following

new sentence: “The Secretary shall also require (in lieu of
any requirement under section 106A(d)1)) that each pur-
chaser of Flue-cured and Burley quota tobacco shall pay to
the Corporation, for deposit in the Account of such associa-
tion, an assessment, as determined under paragraph (2) and
collected under paragraph (3), with respect to purchases of
all such kind of tobacco marketed by a producer from a
farm (including purchases of such _tol_)accq, from the 1986
and subsequent crops from the association). o

(B) by striking out ‘“area. Such amount” in paragraph
(2XA) and inserting in lieu thereof “area and the amount of
the assessment to be paid by purchasers of tobacco. The
amount of the assessment to be paid by producers and pur-
chasers shall be determined in such a manner that produc-
ers and purchasers share equally, to the maximum extent
practicable, in maintaining the Account of an association.
In making such determination with respect to the assess-
ment of a purchaser, only 1985 and subsequent crops of
Flue-cured and Burley quota tobacco shall be taken into ac-
count. The amount of the assessment’”

(C) by inserting at the end of paragraph (2XA) the follow-
ing: “Notwithstanding the foregoing provisions of this
paragraph, the amount of any assessment that is deter-
mined by the Secretary for the 1986 and subsequent crops of
Burley quota tobacco shall be determined without regard to
any net losses that the Corporation may sustain under the
loan agreements of the Corporation with such association
with respect to the 1983 crop of such tobacco.”- and

(D) by amending paragraph (3) to read as follows:

“(3XA) Except as provided in subparagraphs (B) and (C), any as-
sessment to be paid by a producer or a purchaser under paragraph
(1) shall be collected from the person who acquired the tobacco in-
volved from such producer, except that if the tobacco is marketed by
sale, an amount equal to the producer assessment may be deducted
by“the purchaser from the price paid to such producer.

(B) If tobacco of the kind for which an Account is established is
marketed by a producer through a warehouseman or agent, both the

producer and the purchaser assessment shall be collected from such
warehouseman or agent, who may—
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“(i) deduct an amount equal to the producer assessment from
the price paid to the producer; and

“li) add an amount equal to the purchaser assessment to the
price paid by the purchaser.

“€O) If tobacco of the kind for which an Account is established is
marketed by a producer directly to any person outside the United
States, both the producer and the purchaser assessment shall be col-
lected from the producer, who may add an amount equal to the pur-
chaser assessment to the price paid by the purchaser.”: and

(4) by adding at the end thereof the following new subsection:

“GXIXA) Each person who fails to collect any assessment as re-
quired by subsection (dX3) and remit such assessment to the Corpo-
ration, at such time and in such manner as may be prescribed by
the Secretary, shall be liable, in addition to any amount due, to a
marketing penalty at a rate equal to 75 percent of the average
market price (calculated to the nearest whole cent) for the kind of
tobacco involved for the immediately preceding year on the quantity
of tobacco as to which the failure occurs.

‘‘B) The Secretary may reduce any such marketing penalty in
such amount as the Secretary determines equitable in any case in
which the Secretary determines that the failure was unintentional
or without knowledge on the part of the person concerned.

“‘C) Any penalty provided for under this paragraph shall be as-
sessed by the Secretary after notice and opportunity for a hearing.

“49XA) Any person against whom a penalty is assessed under this
subsection may obtain review of such penalty in an appropriate dis-
trict court of the United States by filing a civil action in such court
not later than 30 days after such penalty is imposed.

“(B) The Secretary shall promptly file in such court a certified
copy of the record on which the penalty is based.

“43) The district courts of the United States shall have jurisdic-
tion to review and enforce any penalty imposed under this subsec-
tion. .

“4) An amount equivalent to any penalty collected by the Secre-
tary under this subsection shall be transmitted by the Secretary to
the Corporation, for deposit in the Account of the appropriate asso-
ciation.

“(5) The remedies provided in this subsection shall be in addition
to, and not exclusive of, other remedies that may be available.””

(¢) IMPLEMENTATION.—The Secretary of Agriculture shall imple-
ment sections 1102 through 1109, and the amendments made by
such sections, without regard to the provisions requiring notice and
other procedures for public participation in rulemaking contained
in section 553 of title 5, United States Code, or in any directive of
the Secretary. . . .

(d) ConrormING AMENDMENT.—The section heading of section
106A of the Agricultural Act of 1949 (7 US.C. 1445-1) is amended

to read as follows:
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“pRODUCER CONTRIBUTIONS AND PURCHASER ;?SSESSMENTS FOR NO
NET COST TOBACCO FUND .

SEC. 1109. PURCHASE OF IN VENTORY STOCK. fl ) Jor to reduce or
;thstanding any other provision of law, in oraer Lo r
elilrvn(;izu;lte the exce.ésrsivg inventories of Flue-cured and Burley tobacco
held by associations from the 1976 through 1984 crops, and in order
to provide for the orderly disposition of such excessive inventories of
tobacco in a manner that will not disrupt the orderly marketing of
new tobacco crops and will minimize any losses to the Federal Gov-

ernment:

(a) SaLE oF INVENTORY STOCK.—(1) The prpducer—owned coopera-
tive marketing association that has entered into a loan agreement
with the Commodity Credit Corporation to make price support avail-
able to producers of Flue-cured tobacco shall offer to sell the stocks
of Flue-cured tobacco of the association from the 1976 through 1984
crops as provided in this section. ‘ o

(2) Each producer-owned cooperative marketing association that
has entered into a loan agreement with the Commodity Credit Cor-
poration to make price support available to producers of Burley to-
bacco shall offer to sell its stocks of Burley tobacco from the 1982
and 1984 crops as provided in this section.

(3XA)G) Not later than 30 days after the date of enactment of this
subtitle, the Commodity Credit Corporation shall acquire title to the
Burley tobacco from the 1988 crop that is pledged as security for
loans on such tobacco by calling the loans on such tobacco.

(ii) The Corporation shall, then, offer such tobacco for sale at
such times, in such quantities, and subject to such conditions as the
Corporation considers appropriate.

(B) If the Commodity Credit Corporation has not sold all of the
stocks of the 1983 crop of Burley tobacco within 2 years from the
date the Corporation calls the loans on such tobacco, the Corpora-
tion may offer to sell to domestic manufacturers of cigarettes the re-
maining stocks of such tobacco as provided in this section.

(b) SALE PRICES.—(1)(A) The stocks of Flue-cured tobacco from the
1976 through 1984 crops shall be offered for sale at the base prices,
(zincluéizbng carrying charges, in effect as of the date of the offer, re-

uced by—

(t) 90 percent for Flue-cured tobacco from the 1976 through
1981 crops; and

(it) 10 percent for Flue-cured tobacco from the 1982 through

BL984 crops.

(B) The purchasers of the stocks of Flue-cured tobacco from the
1976 through 1984 crops shall pay the full carrying charges that
il’(lzil';esactc'ruecti t;)hsuéhttol;izcco from the date of the offer made under

ection to the date that such tob 1 ] -
to%)%)tféfhassociation. such tobacco is removed from the inven
e stocks of Burley tobacco from the 1982 crop shall be of-

fered for sale at the listed base price in effect as of fhflyal, 1?93:2
(B) The stocks of Burley tobacco from the 1984 crop shall be of-

fered for sale at the costs of the associati
ociation for such tob
the date of enactment of this subtitle. f obacco as of
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(C) The purchasers of the stocks of Burley tobacco from the 1982
gngﬁc shall pay the full carrying charges that have accrued to such

obacco.

(D) The purchasers of the stocks of Burley tobacco from the 198}
crop shall pay the full carrying charges that have accrued to such
tobacco from the date of enactment of this subtitle to the date such
tobacco is removed from the inventories of the associations.

(BXA) After the Z-yea:dperiod specified in subsection (aX3XB) has
expired, if the Commodity Credit Corporation offers to sell the
stocks of the Corporation of Burley tobacco from the 1983 crop to do-
mestic manufacturers of cigarettes, such stocks shall be offered for
sale at the costs of the association, including carrying charges, as of
the date on which the Corporation calls the loans on such tobacco,
reduced by 90 percent.

(B) Neither tobacco producers nor tobacco purchasers shall be re-
sponsible for carrying charges that accrue to the 1983 crop Burley
tobacco after the date on which the Commodity Credit Corporation
calls the loans on such tobacco.

(c) Terms oF AGREEMENTS.—(1XA) Each domestic manufacturer
of cigarettes may enter into agreements to purchase inventory stocks
of Flue-cured and Burley tobacco, in accordance with this section.

(B) To be eligible for the reductions in price specified in this sec-
tion, such manufacturer shall enter into such agreements as soon as
practicable, but not later than 90 days after the date of enactment
of this subtitle, except that, with respect to the 1983 crop of Burley
tobacco, if the Corporation offers to sell the stocks of such tobacco
pursuant to subsection (bX3XA), such agreements shall be entered
into as soon as practicable, but not later than 90 days after the end
of the 2-year period referred to in subsection (aX3XB).

(CXi) Such agreements shall provide that, over a period of time,
each participating domestic manufacturer of cigarettes shall pur-
;:ll:lz;e a percentage of the stocks of Flue-cured and Burley tobacco

(@ by the producer-owned cooperative marketing associations
at the close of the 1984 marketing year; or

-D in the case of the 1983 crop of Burley tobacco, by the Com-
madity Credit Corporation at the time the Corporation offers
such tobacco for sale to domestic manufacturers of cigarettes
under this section. ]

(ii) The period of time referred to in clause (i) may not exceed—

(D in the case of Flue-cured tobacco, 8 years from the date of
enactment of this subtitle;

@D in the case of Burley tobacco from the 1982 and 1984
crops, 5 years from the date of enactment of this subtitle; and

(II) in the case of the 1983 crop of Burley tobacco, 5 years
from the end of the 2-year period referred to in subsection
@)3)B). L

(2XAXi) The percentage to be purchased by each participating
manufacturer ghall be at least equal to the respective percentage of
the participating manufacturer of the total quantity of net ciga-
rettes manufactured for use as determined_ by the Secretary of Agri-
culture under this paragraph on the basis of the mon,fhly reports
(“Manufacturer of Tobacco Products—Monthly Reports”) submitted
(on ATF Form 3068) by manufacturers of tobacco products to the
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Bureau of Alcohol, Tobacco and Firearms of the Department of the
ﬂ(eL‘LIjuTrl)zle Secretary of Agriculture shall request from the Secretary
of the Treasury copies of such monthly reports necessary to make the

determinations required under this section.
(iii) Notwithstanding any other provision of law, the Secretary of
the Treasury may release and disclose such information to the Sec-
retary of Agriculture. .
(Br)y“J’:/etgcr'igarettes manufactured for use” shall be computed by

subtracting— . .

(i) the cumulative figures entered for large and small ciga-
rettes in item 16f of ATF Form 3068 (“Reduction to tobacco’;
from .

(ii) the cumulative figures entered for larg;,e and small ciga-
rettes in item 7 of such form (“Manufactured™).
(C)i) The percentage to be purchased by each participating manu-
facturer shall be determined— ) .

(I) on the date of enactment of this subtitle; and

(ID annually thereafter over the course of the respective buy-
out periods specified in this subsection. o

(ii) Such percentage shall be determined by dividing—

(D) the average net cigarettes manufactured by a manufacturer
for use for the 12-month period immediately preceding the ap-
propriate determination date (the date of enactment of this sub-
title and annually thereafter over the course of the respective
buy-out periods specified in this subsection); by

() the aggregate average net cigarettes manufactured by all
don;e‘sitic cigarette manufacturers for use for such 12-month
period.

(D)i) The quantity of tobacco to be purchased by each participat-
ing manufacturer shall be determined annually.
(ii) Such quantity shall be based on—

(I) the percentage of net cigarettes of a manufacturer manu-
factured for use, as determined under subparagraph (C); multi-
plied by

(I) the appropriate annual quantity to be withdrawn from
;I(z; ztrlz'ventorzes of the associations or the Commodity Credit Cor-

ation.

(ite) The appropriate annual quantity to be withdrawn from in-
ventoru}s shall be—

(1) 12% percent of the inventories of Flue-cured tobacco from
the 1976 th(ough 1984 crops on hand on the date of enactr]:zent
of (tIl})ls subtitle;

20 percent of the inventories of Burley tobacco from th

1982 and 1984 crops on hand t 4 s

e 14 D on the date of enactment of this
(II) 20 percent of the inventories of Burle

L y tobacco from the

(11.983 crop held by the Commodity Credit Corporatior{ on the

ate that is 2 years after the call of the loans on such tobacco

(Ej)i/‘l the Corporation.

Any purchases by a manufacturer from the inventories of th
assoafzitzons or from the Commodity Credit Corporation for afcro;
gzvere by this section in any year of the buy-out period that exceed

€ quantity of the purchases of the manufacturer required under
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the agreement, as determined under this section, shall be applied
against future purchases required of such manufacturer.

() In carrying out this section, manufacturers may confer with
one another and, separately or collectively, with associations, the
Secretary of Agriculture, and the Commodity Credit Corporation, as
may be necessary or appropriate to carry out this section and the
purposes of this subtitle.

(d) ApPrRovAL OF AGREEMENTS.—(IXA) Each agreement entered
into under this section shall be submitted to the Secretary of Agri-
culture for review and approval.

(B) In the case of an agreement to purchase tobacco from the in-
ventory of a producer association, the agreement shall be submitted
by the association. -

(C) No agreement may become effective until approved by the Sec-
retary.

(2) The Secretary of Agriculture shall not approve any agreement
s}x:{l;mitted under this section unless the Secretary has determined
that—

(A) the agreement—

(@) will not unduly impair or disrupt the orderly market-
ing of current and future tobacco crops during the term of
the agreement; and

(ii) is otherwise consistent with the purposes of this sub-
title; and

(B) the price and other terms of sale are uniform and nondis-
criminatory among various purchasers.

(e) DrscLosure.—The limitations on disclosure set forth in subsec-
tions (c) and (d) of section 32CA of the Agricultural Adjustment Act
of 1938 (as added by section 1103(d)) shall apply to information sub-
mitted by domestic manufacturers of cigarettes under this section
with respect to net cigarettes manufactured for use, including infor-
mation provided on ATF Form 3068. Any officer or employee of the
Department of Agriculture who violates such limitations on disclo-
sure shall be subject to the penalties set forth in section 320A(c)}) of
such Act.

SEC. 1110. REVIEW OF TOBACCO GRADING SYSTEM AND DISASTER CROP
DESIGNATION, )

(a) Stupy.—(IXA) The Secretary of Agriculture shall conduct a
comprehensive study of the methods and procedures for grading to-
bacco marketed in the United States.

(B) In carrying out such study, the Secretary shall evaluate,
among other things— .

(i) the extent to whici;z grggces assigned to tobacco accurately
reflect the quality of such tobacco;
f(z'f)c the egctent to ?h’fgh the numbter of gr;iades of tobacco af-
ects the operation of the grading system; an
~ (iii) thelc,'te)mpetence and independence of tobacco graders.
(2) The Secretary shall also study the feasibility and desirability

of= (A) providing for a grade that would be used to designate to-
bacco that is of such poor quality as a result of.a natural disas-

ter as to affect substantially the marketability of such tobacco;
and
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lishing a price support level, if any, for such tobacco
ttht)erzt; l;)e adjfsteg by the Secretary as necessary to facilitate
the sale of such tobacco and protect the no net cost funds or ac-

(b)c %;;ZRT.—(]) Not later than 120 days after the date of enact-
ment of this subtitle, the Secretary of Agrlcu_lture shall report tﬁe
results of the studies required under §ubsgctton (a), togethgr with
any recommendations for necessary legislation, to the Comm;ttee on
Agriculture of the House of Representatives and the Committee on
Agriculture, Nutrition, and Forestry of the Senate. ‘

(2) As soon as practicable after submission of the report required
under paragraph (1), but not later than the opening of the market-
ing season for the 1986 crop of Flue-cured tobacco, the Secretary
shall implement any recommendations made in such report that
may be implemented by the Secretary under existing authority.

SEC. 1111. INVESTMENT OF TOBACCO INSPECTION FEES.
Section 5 of The Tobacco Inspection Act (7 U.S.C. 511d) is amend-
ed—

(1) by inserting “late payment penalties, and interest earned
from the investment of such funds,” after ‘“The fees and
charges,” in the ninth sentence;

(2) by inserting after the ninth sentence the following new
sentences: “Any funds realized from the collection of fees or
charges authorized under this section and section 6 and cred-
ited to the current appropriation account incurring the cost of
services provided under this section and section 6, late payment
penalties, and interest earned from the investment of such
funds may be invested by the Secretary in insured or fully colla-
teralized, interest-bearing accounts or, at the discretion of the
Secretary, by the Secretary of the Treasury in United States
Government debt instruments. Any income realized from this
activity may be used to pay the expenses of the Secretary of Ag-
riculture incident to providing services under this Act or rein-
veséed in the manner authorized in the preceding sentence.”
an

(3) by striking out “Such fees and charges” in the tenth sen-
tence (as it existed before the amendment made by clause (2)
and inserting in lieu thereof “The fees and charges authorized
in this section”.

SEC. 1112. EFFECTIVE DATE.

Except as otherwise provided in this subtitle, this subtitle and the

amendments made by this subtitle shall become effective on the date
of enactment of this subtitle.

TITLE II—ARMED SERVICES AND DEFENSE-RELATED
PROGRAMS

SEC. 2001. COLLECTION BY THE UNITED STATES OF INPATIE
NT HOSPI
COSTS INCURRED ON BEHALF OF CERTAIN PERSONS. TaL

(@) IN GENERAL.—(1) Chapter 55 of title 10, United States Code, i
amended by adding at the end thereof the following new sectioon.'e, *
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“§1095. Collection from third-party payers of rcasonable inpatient
hospital care costs incurred on behalf of retirees and de-
pendents

“laX1) In the case of a person who is covered by section 1074(b),
1076(a), or 1076(b) of this title, the United States shall have the
right to collect from a third-party payer the reasonable costs of inpa-
tient hospital care incurred by the United States on behalf of such
person through a facility of the uniformed services to the extent that
the person would be eligible to receive reimbursement or indemnifi-
cation from the third-party payer if the person were to incur such
costs on the person’s own behalf. If the insurance, medical service,
or health plan of that payer includes a requirement for a deductible
or copayment by the beneficiary of the plan, then the amount that
the United States may collect from the third-party payer is the rea-
sonable cost of the care provided less the appropriate deductible or
copayment amoundt.

“(9) A person covered by section 1074(b), 1076(a), or 1076(b) of this
title may not be required to pay an additional amount to the United
States for inpatient hospital care by reason of this section.

“4b) No provision of any insurance, medical service, or health plan
contract or agreement having the effect of excluding from coverage
or limiting payment of charges for certain care if that care is pro-
vided through a facility of the uniformed services shall operate to
prevent collection by the United States under subsection (a).

“lc) Under regulations prescribed under subsection (f), records of
the facility of the uniformed services that provided inpatient hospi-
tal care to a beneficiary of an insurance, medical service, or heaith
plan of a third-party payer shall be made available for inspection
and review by representatives of the payer from which collection by
the United States is sought.

“td) Notwithstanding subsections (a) and (b), collection may not be
made under this section in the case of a plan administered under
title XVIII or XIX of the Social Security Act (42 US.C. 1395 et

seq.).

%‘(e}(]} The United States may institute and prosecute legal pro-
ceedings against a third-party payer to enforce a right of the United
States under this section. ) )

“2) The administering Secretary may compromise, settle, or waive
a claim of the United States under this section. ]

“) The Secretary of Defense, in consultation with the other ad-
ministering Secretaries, shall prescribe regulations for the adminis-
tration of this section. Such regulations shall provide for computa-
tion of the reasonable cost of inpatient hospital care. Computation
of such reasonable cost may be based on—

“(1) per diem rates; or ]
“U9) such other method as may be appropriate.

“4g) In this section, ‘third-party payer’ means an entity that pro-
vides an insurance, medical service, or health plan by contract or

ement.’. , ) )
a% The table of sections at the beginning of such chapter is
amended by adding at the end thereof the following new item:

“1095. Collection from third-party payers of reasonable in| D tieni hospital care costs
irwurrﬁ:;i on behalf of retirees and dependents.?.a
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] ] ited States Code,
recTIvE DaTe.—Section 1095 of title 10, United ' 3
as(z)dggd by subsection (a), shall apply with respect to inpatient hos-
pital care provided after September 30, 1986, but only with respect
to an insurance, medical service, or health plan agreement entered
into, amended, or renewed on or after the date of the enactment of
s ON USE BY CHAMPUS
DEADLINE FOR REPORT

SEC. 2002 Elgy;’%q%lﬂ?%i? I{IEDICARE PROSPECTIVE PA YMEA}II T PROGI&’,AM;4
. N ;
Section 634(c) of the Department of Defense Authorization Act,
1.98§ (Public Law 98-525; 98 Stat. 2544), is amendec‘i‘ by striking onf,t
“February 28, 1985” and inserting in lieu thereof ‘“June 30, 1986

TITLE III—HOUSING AND COMMUNITY DE VELOPMENT
PROGRAMS

SEC. 3001. SHORT TITLE AND TABLE OF SECTIQNS. . )
(a) Suort TiTLE.—This title may be cited as the Houszr},g and
Community Development Reconciliation Amendments of 19857
(b) TABLE OF SECTIONS.—
Sec. 3001. Short title and table of sections. ) )
Secc:. 3002. Purchase of CDBG guaranteed obligations by the Federal Financing
Bank.
Sec. 3003. Public housing operating subsidies.
Sec. 3004. Public and Indian housing financing reforms.
Sec. 3005. Rural housing authorizations. )
Sec. 3006. Management of insured and guaranteed rural housing loans.
Sec. 3007. Extension of Federal Housing Administration mortgage insurance pro-

grams.

Sec. 3008. Extension of rehabilitation loan authority.

Sec. 3009. Extension of rural housing authorities.

Sec. 3010. Extension of flood and crime insurance programs.
Sec. 3011. Miscellaneous extensions.

SEC. 3002. PURCHASE OF CDBG GUARANTEED OBLIGATIONS BY THE FEDER-
AL FINANCING BANK.

(a) ProHIBITION.—Section 108 of the Housing and Community De-
velopment Act of 197} is amended by adding at the end thereof the
following:

“(1) Notes or other obligations guaranteed under this section may
not be purchased by the Federal Financing Bank.”.

(b) ErFective DATE.—The amendment made by subsection (a)
shall take effect on July 1, 1986.

(¢) ADMINISTRATIVE AcTIONS.—The Secretary of Housing and
Urban Developmqnt shall take such administrative actions as are
necessary to provide by the effective date of subsection (a) private
sector financing of loans guaranteed under section 108 of the Hous-
ing and Community Development Act of 197}.

SEC. 3003. PUBLIC HOUSING OPERATING SUBSIDIES.

Section 9(c) of such Act is amended by striking out “and by” after

1‘]'983, 44 and by inserting after “1.98 i) th ll . L e
exceed $1,279,000,000 on or after OCtﬁber 1? {.(9)8 0’1;.Ulng. , and not to

SEC. 3004. PUBLIC AND INDIAN HOUSING FINANCING REFORMS.

Section 4 of the United States Housing Act of 1937 i
adding at the end thereof the following iew sz?{sectior:f amended by

“lc)1) At such times as the S ] ]
cora D) At su ecretary may determine, and in ac-

such accounting and other procedures as the Secre-
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tary may prescribe,. each loan made by the Secretary under subsec-
tion (a) that has any principal amount outstanding or any interest
amount outstanding or accrued shall be forgiven; and the terms and
condzttqns of any contract, or any amendment to a contract, for such
loan with respect to any promise to repay such principal and inter-
est shall be canceled. Such cancellation shall not affect any other
terms and conditions of such contract, which shall remain in effect
as if the cancellation had not occurred. This paragraph shall not
apply to any loan the repayment of which was not to be made using
annual contributions, or to any loan all or part of the proceeds of
which are due a public housing agency from contractors or others.

“(2XA) On the date of the enactment of the Housing and Commu-
nity Development Reconciliation Amendments of 1985, each note or
other obligation issued by the Secretary to the Secretary of the
Treasury pursuant to subsection (b), together with any promise to
repay the principal and unpaid interest that has accrued on each
note or obligation, shall be forgiven; and any other term or condi-
tion specified by each such obligation shall be canceled.

““B) On September 30, 1986, and on any subsequent September 30,
each such note or other obligation issued by the Secretary to the Sec-
retary of the Treasury pursuant to subsection (b) during the fiscal
year ending on such date, together with any promise to repay the
principal and unpaid interest that has accrued on each note or obli-
gation, shall be forgiven; and any other term or condition specified
by each such obligation shall be canceled.

“3) Any amount of budget authority (and contract authority) that
becomes available during any fiscal year as a result of the forgive-
ness of any loan, note, or obligation under this subsection shall be
rescinded.”.

SEC. 3005. RURAL HOUSING AUTHORIZATIONS.

Subsection (aX1) of section 513 of the Housing Act of 1949 is
amended to read as follows:

“a)X1) The Secretary may insure and guarantee loans under this
title during fiscal year 1986 in an aggregate amount not to exceed
$2,146,600,000, of which— )

“(A) $1,209,600,000 shall be for loans under section 50%;
“B) $17,000,000 shall be for loans under section 50/;

“C) $19,000,000 shall be for loans under section 514;

“(D) $900,000,000 shall be for loans under section 515; and
“(E) $1,000,000 shall be for loans under section 594.

SEC. 3006. MANAGEMENT OF INSURED AND GUARANTEED RURAL HOUSING
LOANS.

(a) SALE oF INSURED AND GUARANTEED LoaNs 1o PUBLIC.—Sec-
tion 517(c) of the Housing Act of 1949 is amended by adding at the
end thereof the following new sentence: “Any loan made and sold by
the Secretary under this section_after the date of the enactment of
the Housing and Community Development Reconciliation Amend-
ments of 1985 (and any loan made by other lenders under this title
that is insured or guaranteed in accordance with this section, is
purchased by the Secretary, and is sold by the Secretary under this
section after such date) shall be sold to the public and may not be
sold to the Federal Financing Bank, unless such sale to the Federal
Financing Bank is required to service transactions under this title



24

between the Secretary and the Federal Financing Bank occurring on
or before such date.’. L O
UBSIDY ON INSURED AND GUARANTEED LOANS OF
FE(IZJDIA;‘ZEI?:ES‘?‘!ZES" 10 PuBric.—Section 517(d) of the Housing Act of
; d— . . .
1949 w(zrz;nicrlzierting “(1)” after the subsection designation; and '
(2) by adding at the end thereof the following new paragraph:
“(2) Each loan made by the Secretary or other lenders under this
title that is insured or guaranteed in accordance with this subsec-
tion shall, when offered for sale to the public, be accompanied by an
agreement by the Secretary to pay to the holder of such loan
(through an agreement to purchase such loan or through such other
means as the Secretary determines to be appropriate) the difference
between the rate of interest paid by the borrower of such loan and
the market rate of interest (as determined by the Secretary) on obli-
gations having comparable periods to maturity on the date of such

’

ale.”.

® (c) PrRoTECTION OF BorRROWERS UNDER LOANS SoLD TO PUBLIC.—
Section 517(d) of the Housing Act of 1949, as amended by subsection
(b) of this section, is ;Lzmended by adding at the end thereof the fol-
lowing new paragraph: ]

“(3)gEachploangmgde by the Secretary or other lenders under this
title that is insured or guaranteed in accordance with this subsec-
tion shall, when offered for sale to the public, be accompanied by
agreements for the benefit of the borrower under the loan that pro-
vide that—

‘“(A) the purchaser or any assignee of the loan shall not di-
minish any substantive or procedural right of the borrower aris-
ing under this title;

“(B) upon any substantial default of the borrower, but prior
to foreclosure, the loan shall be assigned to the Secretary for the
purpose of avoiding foreclosure; and

(0 following any assignment under subparagraph (B) and
before commencing any action to foreclose or otherwise dispos-
sess the borrower, the Secretary shall afford the borrower all
substantive and procedural rights arising under this title, in-
cluding consideration for interest subsidy, moratorium, reamor-
lization, refinancing, and appeal of any adverse decision to an
tmpartial officer.

“(4) From the proceeds of loan sales under paragraph (2), the Sec-
retary shall set aside as a reserve against future losses not less than
9 percent of the outstanding face amount of the loans held by the
pu(l()il)zc l;'lt any time.”,

SE OF RURAL HOUSING INSURANCE FUND.—Secti )

the Housing Act of 1949 is amended— Section 517G) of

(1) by striking out “and” at the end of paragraph (});

. (2) by striking out the period at the end of paragraph (5) and
inserting in lieu thereof * and’ and

(3) by adding at the end thereof the following new paragraph:
witl(f)ag)r emaketpayntzeni.is and take other actions in accordance

ements entered int

()s uEI')section o o under paragraphs (2) and ) of

€ [LLIGIBILITY FOR GUARANTEED Loans.—Section 517 of the
Housing Act of 1949 is amended by striking out subsection n). 4
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() REGULATIONS.—Section 517(0) of the Housing Act of 1949 is
amended—

(1) by inserting “(1)” after the subsection designation; and

. (2) by adding at the end thereof the following new paragraph:

(2) Not later than the expiration of the 90-day period following
the date of the enactment of the Housing and Community Develop-
ment Reconciliation Amendments of 1985, the Secretary shall issue
regulations to facilitate the marketability in the secondary mortgage
market of loans insured or guaranteed under this section. Such reg-
ulations shall ensure that such loans are competitive with other
loanf ’t’znd mortgages insured or guaranteed by the Federal Govern-
ment.”.

SEC. 3007. EXTENSION OF FEDERAL HO

INSURANCE PROGRAMS, USING ADMINISTRATION MORTGAGE
_ (a) TrrLE I INSURANCE.—Section 2(a) of the National Housing Act
is amended by striking out ‘“‘prior to December 16, 1985” in the first
.}fqrgt;,r,we and inserting in lieu thereof “not later than March 17,

(b) GENERAL INSURANCE.—Section 217 of the National Housing
Act is amended by striking out “December 15, 1985” and inserting
in lieu thereof “March 17, 1986".

(¢) Low AND MoDERATE INcomME HOUSING INSURANCE.—Section
221(P) of the National Housing Act is amended by striking out “De-
cember 15, 1985” in the fifth sentence and inserting in lieu thereof
“March 17, 1986"".

(d) SEcTION 235 HOMEOWNERSHIP.—

(1) ASSISTANCE PAYMENTS AUTHORITY.—Section 235(hX1) of
the National Housing Act is amended by striking out “Decem-
ber 15, 1985” in the last sentence and inserting in lieu thereof
“March 17, 1986".

(2) INSURANCE AUTHORITY.—Section 235(m) of the National
Housing Act is amended by striking out “December 15, 1985 "
and inserting in lieu thereof “March 17, 1986

(2) HoUSING STIMULUS AUTHORITY.—Section 235(qX1) of the
National Housing Act is amended by striking out “December
15, 1985” in the last sentence and inserting in lieu thereof
“March 17, 1986”.

(e) Co-INSURANCE.— .
(1) GENERAL AUTHORITY.—Section 244(d) of the National
Housing Act is amended by striking out “December 15, 1985”
and inserting in lieu thereof “March 17, 1986”.

(2) RENTAL REHABILITATION AND DEVELOPMENT PROJECTS.—
Section 244(h) of the National Housing Act is amended by strik-
ing out “on or after December 16, 1985 " in the ’gast sentence and
inserting in lieu thereof “after March 17, 1986

(/) GRADUATED PAYMENT AND INDEXED MORTGAGE INSURANCE.—
Section 245(a) of the National Housing Act is amended by striking
out “December 15, 1985” in the last sentence and inserting in lieu
thereof “March 17, 1986". .

® fl‘i’EINSURANCE ConTracTs.—Section 249(a) of the J\(g%xonal
Housing Act is amended by striking out “December 15, 1985" in the
second sentence and inserting in lieu thereof “March 17, 1986”.

(h) ARMED SERVICES HousinGg INSURANCE.—
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N EMPLOYEES OF ARMED FORCES.—Section §09(f) of
thfe])]\’glt‘ilggl Housing Act is amended by striking out ‘Decem-
ber 15, 19857 in the last sentence and inserting in lieu thereof
“ 86", )

%ri)f;;vg HOUSING FOR IMPACTED AREAS.—Section 6"‘1 Ok) of
the National Housing Act is amended by striking out ‘Decem-
ber 15, 1985” in the last sentence and inserting in lieu thereof
“ 17, 1986”. _

@) %A(ZghDEVELOPMENT INSURANCE. —.Sectzon“I 002(a) of the Na,-,
tional Housing Act is amended by strl{emg out D‘(:zcember 15, 198 M
in the last sentence and inserting in lieu thereof “March 17, 1986

(i) GrRoUP PRACTICE FACILITIES INSURANCE. —Sectzgn 1101(@) of
the National Housing Act is amended by striking out D?‘cember 15,
1985 in the last sentence and inserting in lieu thereof “March 17,
1986,

SEC, 3008. EXTENSION OF REHABILITATION LOAN AUTHORITY.
Section 212(h) of the Housing Act of 196} is amenc_ied-— o
(1) by striking out “December 15, 1985 and inserting in lieu
thereof “March 17, 1986"; and ‘ .
(2) by striking out “prior to December 16, 1985 and inserting
in lieu thereof “on or before such date”.

SEC. 3009. EXTENSION OF RURAL HOUSING AUTHORITIES.

(a) RENTAL HoUSING LOAN AUTHORITY.—Section 515(b)(4) of the
Housing Act of 1949 is amended by striking out “December 15,
1985” and inserting in lieu thereof “March 17, 1986

(b) RURAL AREA CLASSIFICATION.—Section 520 of the Housing Act
of 1949 is amended by striking out “December 15, 1985 in the last
sentence and inserting in lieu thereof “March 17, 1986,

(¢) MuruaL AND SELF-HELP HOUSING GRANT AND LOAN AUTHOR-
1ry.—Section 523(f) of the Housing Act of 1949 is amended by strik-
?;g]?fs’tg ",‘December 15, 19857 and inserting in lieu thereof “March

SEC. 3010. EXTENSION OF FLOOD AND CRIME INSURANCE PROGRAMS.
(a) FLoop INSURANCE.—

(1) GENERAL AUTHORITY.—Section 1319 of the National Flood
Insurance Act of 1968 is amended by striking out ‘“‘December 15,
1985"" and inserting in lieu thereof “March 17, 1986

_(?) EMERGENCY IMPLEMENTATION.—Section 1336(a) of the Na-
tional Flood Insurance Act of 1968 is amended by striking out
}‘%zgﬁmber 15, 1985 and inserting in lieu thereof “March 17,

(3) ESTABLISHMENT OF FLOOD-RISK ZONES.—Section 1360(a)2)
o{ _zl_e Nat;o‘r%l Flogd gr';su]rance Act of 1968 is amended by
striking ou ecember 15, 1985” 3 ing in Ui
‘Marcf el ys 985" and inserting in lieu thereof

(b) CrIME INSURANC};.—Section 1201(6)(1) of the National Housing
Act is amended by striking out “December 15, 1985” in the matter
g;fs%ezgzng subparagraph (A) and inserting in lieu thereof “March 17,
SEC. 3011. MISCELLANEOUS EXTENSIONS,

(@) CoMMUNITY DEVELOPMENT Brock GRANT CLASSIFICATIONS.—
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(1) METROPOLITAN crTY.—Section 102(a)4) of the Housing and
gommumty Development Act of 197} is amended by striking out
December 15, 1985” in the second sentence and inserting in

lieu thereof “March 17, 1986".
(2) UrBaN counry.—Section 102(a)6) of the Housing and
gommumty Development Act of 197} is amended by striking out
December 15, 1985” in the second sentence and inserting in

lieu thereof “March 17, 1986
(b) SEcTION 202 INTEREST RATE LIMITATION.—Section 223(a)(?) of
the Housing and Urban-Rural Recovery Act of 1983 is amended by
striking out ‘prior to December 16, 1985” and inserting in licu

thereof “not later than March 17, 1986”,

(c) HoME MORTGAGE DISCLOSURE AcT OF 1975.—Section 312 of the
Home Mortgage Disclosure Act of 1975 is amended by striking out
“December 16, 1985” and inserting in lieu thereof “March 17, 1986"

TITLE IV—TRANSPORTATION AND RELATED PROGRAMS

Subtitle A—Railroads

SEC. 4001. SHORT TITLE.

19%?’{3 subtitle may be cited as the “Amtrak Reauthorization Act of

SEC. 4002. AUTHORIZATION OF APPROPRIATIONS.

(a) AuTHORIZATION.—Section 601(b)(2) of the Rail Passenger Serv-
ice Act (45 U.S.C. 601(bX?2)) is amended—

h(_]) j'n subparagraph (A) by striking out “and” after ‘“403(b) of
this Act;”:

(2) in subparagraph (B) by striking out the period and insert-
ing in lieu thereof a semicolon; and

(3) by adding at the end the following new subparagraphs:

“CC) not to exceed $600,000,000 for the fiscal year ending Sep-
tember 30, 1986;

““D) not to exceed $606,100,000 for the fiscal year ending Sep-
tember 30, 1987; and

“CE) not to exceed $630,300,000 for the fiscal year ending Sep-
tember 30, 1988."".

(b) LiMITATION.—Such section 601(b) is further amended by
adding at the end a new paragraph as follows:

“5) Unless sufficient funds are otherwise available to operate the
Corporation’s rail system at substantially the same level of service,
maintenance, and equipment overhauls in effect on the date of the
enactment of this paragraph, funds appropriated to or for the bene-
fit of the Corporation under this section before the date of the enact-
ment of this paragraph which the Corporation has designated for
nonoperational capital projects shall be used as necessary to main-
tain the operations of the system at such level.”.

SEC. 4003. CAPITAL ASSETS.

Section 304(c) of the Rail Passenger Service Act (45 U.S.C. 544(c)

is amended by adding at the end thereof the following new para-

h: ‘
grc‘z(g) The preferred stock issued pursuant to paragraphs (1) and (%)
of this subsection shall be deemed to have been issued as of the date
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of receipt by the Corporation of the funds for which such stock is
tssued.”.
SEC. 4004. GOVERNMENT TRAVEL.

Section 306(f) of the Rail Passenger Service Act (45 U.S.C. 546(f)
is amended by inserting “, which shall include allowing the Corpo-
ration to participate in the contract air program administered by
the General Services Administration in markets where service pro-
vided by the Corporation is competitive as to rates and total trip
times”’ before the period.

SEC. 4005. REPORT CONSOLIDATION.

Section 308(a) of the Rail Passenger Service Act (45 U.S.C. 548(a)
is amended to read as follows: _

“la) The Corporation shall submit to the Congress a report not
later than February 15 of each year. The report shall include, for
each route on which the Corporation operated intercity rail passen-
ger service during the preceding fiscal year, data on ridership, pas-
senger miles, short-term avoidable profit or loss per passenger mile,
revenue-to-cost ratio, revenues, the Federal subsidy, the non-Federal
subsidy, and on-time performance. Such report shall also specify sig-
nificant operational problems which have been identified by the
Corporation, together with proposals by the Corporation to resolve
such problems.”.

SEC. 4006. CHARTER TRAINS.
Section 402 of the Rail Passenger Service Act (45 U.S.C. 562) is
amended—

(1) by repealing subsection (g); and

(2) by redesignating subsection (h) as subsection ®.

SEC. 4007. MISCELLANEOUS AMENDMENTS.
(@) Auprrs.—Section 805 of the Rail Passenger Service Act (45
US.C. 644) is amended—

(1)”17_1 subsection (2XA) by striking out “shall conduct annual-
ly a” in the first sentence and inserting in lieu thereof “may
conduct’; and

(2) in subsections (2(A) and (2)(B) by striking “audit” wherev-
er it appears and inserting in lieu thereof “audits”

((li;) £§PEfAI;hOF RS:(;D}I)ES AND REPORTS.—Sections 306(k), 806, 810,
an o] the hail Passenger Service Act (45 US.C
6‘4:(9,)az'd 650) are repealed. & < €. 5460k}, 645,
¢/ LMERGENCY ASSISTANCE.—Title VII of the Rail P
Service Act (45 U.S.C. 621 and 629) is repealed/.r ¢ it Hassenger
2 a(clil) J\SR;‘BHE{;S;“ C;QRRIDOI(; gEPORTS.—SeCtion 703(1)(D) of the
roa evitalization an egulat R
USC. $530D) s repeale guiatory Heform Act of 1976 &5
€/ 2 ERFORMANCE EVALUATION CENTER.—(1) Secti
Rail Passenger Service Act (45 U.S.C 5451 ))(is) re;ce;(l):d.305(1) o the
54{52()m)8)eqtzon 302(7(711)b0f thgk Rail Passenger Service Act 45 US.C
v s amended by striking out “Center’” 3
and inserting in liey thereof “gorporati(e):lz ’?r each place it appears

SEg. 4008. REVENUE-COST RATIO.

ection $04(cN4)XA) of the Rail Passenger Service Act (45
t56’4(c).(é‘)(a)) is amended by adding at the égnd the fgllowcingneg feg
ence: “Commencing in fiscal Year 1986, the Corporation shall set a
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goal of recovering an amount sufficient that the ratio of its reve-
nues, including contributions from States, agencies, and other per-
sons, to costs, excluding capital costs, shall be at least 61 percent.”.
SEC. 4009. LABOR-RELATED COST SAVINGS.

Amtrak and the representatives of employees of Amtrak shall ne-
gotiate changes in existing agreements between such parties that
will result in substantial cost savings to Amtrak, and shall report
the results of such negotiations to the Congress within six months
after the date of enactment of this Act.

SEC. 4010. ROUTE DISCONTINUANCE.

Amtrak shall not, by reason of any provision of this subtitle, in-
cluding section 4002, reduce the frequency of service on any line on
which, as of May 1, 1985, three or fewer trains operated per week.
SEC. 4011. EMPLOYMENT VACANCY FILING.

(a) LiABILITY.—Section 704(c) of the Regional Rail Reorganization
Act of 1973 (45 U.S.C. 797¢(c)) is amended—

(1) by inserting ‘(1) after “Vacancy Norrices.—’" and
(2) by adding at the end a new paragraph as follows:

“(9XA) As soon as the Board becomes aware of any failure on the
part of a railroad to comply with paragraph (1), the Board shall
issue a warning to such railroad of its potential liability under sub-
paragraph (B).

‘‘B) Any railroad failing to comply with paragraph (1) of this
subsection after being warned by the Board under subparagraph (A)
shall be liable for a civil penalty in the amount of $500 for each
subsequent vacancy with respect to which such railroad has so
failed to comply.”.

(b) ExTENSION.—Section 704(f) of such Act (45 U.S.C. 797c(f) is
amended by striking out ‘“}-year’’ and inserting in lieu thereof “6-
year”.

(¢) Exemprion.—The provisions of section 703 of the Regional
Rail Reorganization Act of 1973 (45 U.S.C. 797b), section 8 of the
Milwaukee Railroad Restructuring Act (45 U.S.C. 907), and section
105 of the Rock Island Railroad Transition and Employee Assist-
ance Act (45 U.S.C. 1004) shall not apply to the National Railroad
Passenger Corporation in the hiring of qualified train and engine
employees who hold seniority rights to work in intercity rail passen-
ger service in connection with the assumption by such Corporation
of functions previously performed under contract by other carriers.

(d) EFFective Dates.—The amendments made by subsections (a)
and (c) shall take effect on the date of enactment of this Act, and
the amendment made by subsection (b) shall be effective as of
August 1, 1985.

SEC, 4012. TRANSPORTATION OF USED UNOCCUPIED VEHICLES.

Section 103(3) of the Rail Passenger Service Act-(45 US.C. 502(3)
is amended by inserting “, and, when space is available, of used un-
occupied vehicles” after “and their occupants”.

SEC. 4013. AMTRAK CORPORATE CITIZENSHIP. _

Section 306(m) of .the Rail Passenger Service Act (45 U.S.C.

546(m) is amended by inserting “only” immediately after “citizen”.
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SEC. 4014. ROUTE AND SERVICE CRITERIA. .
(a) Route AND SERVICE CRITERIA AMENDMENTS.—The Rail Pas-
senger Service Act is amended—
& (1) in section 403(d) (45 U.S.C;‘56.'3(d.))— ) .
(A) by striking out “criteria set forth“ in section
404(d)2XB)” and_inserting in lieu thereof ‘criterion set
forth in section L04@X2)": an‘d
(B) by inserting after the first sentence thereof the follow-
ing: “Beginning October I, 1986, if such service is not pro-
Jjected to meet such criterion, the Corporation may discon-
tinue, modify, or adjust such service so that the applicable

s,

criterion will be met.”’
(9) in section 404(cX3B) (45 U.S.C. 564(cN3YB)—

(A) by striking out “60” and inserting in lieu thereof
“120"; . .,

(B) by striking out ‘“either the Senate” and all that fol-
lows through “that it does” and inserting in lieu thereof
“the Senate and the House of Representatives adopt a joint
resolution during such period stating that they do’; and

(C) by adding at the end thereof the following: ‘For pur-
poses of this subparagraph, continuity of session of the Con-
gress is broken only by an adjournment sine die and the
days on which either House is not in session because of ad-
Jjournment of more than 3 days to a day certain are ex-
cluded in the computation of such 120-day period.”’;

(8) by amending section 404(c)4)B) (45 US.C. 564(c)X4)B)) to
read as follows:

‘“YB) The Corporation shall conduct an annual review of each
route in the basic system to determine if such route is projected to
meet the criterion appropriate to such route set forth in subsection
(d), as adjusted to reflect constant 1979 dollars. If the Corporation
determines on the basis of such review that such route will not meet
such criterion, the Corporation shall discontinue, modify, or adjust
the operation of rail Jpassenger service over such route so that the
crlterwz)will beh me;: >

(4) in the first sentence of section 404(d)1) (45 U.S.C.
56N~ 4 404X &
(A) by striking out “if—" and inserting in lieu thereof
if

(B) by striking out “(A)”: and
(C) by striking out all after “mile” the second time it ap-
pears therein and inserting in lieu thereof a period;
(9) in the second sentence of section 404(d)1) (45 U.S.C.
964(d)(1) by striking out “and passenger mile per train mile’”

(6) by striking out the last sent, !
Uusc 56’4(d)(1)),ganlfi e last sentence of section 404(dX1) (45

(7) in section 404(dX2) (45 U.S.C. 564(dN2)—
“i;{;") by striking out “if—” and inserting in lieu thereof

(B) by striking out “(A)”; and
(C) by striking out all after “mile” the second time it ap-
pears therein and inserting in lieu thereof a period.

(b) EFFECTIVE DATE.—Th sl . ’
effout on et DATE e prouvisions of this section shall take
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SEC. 4015. ICC REGULATION.

Section 306(a)3) of the Rail Passenger Service Act (45 U.S.C.
546(@)3)) is amended by striking out *, except as otherwise provided
in this Act,”.

SEC. 4016. ME;‘(I)YS{IEVSG OF “DISCONTINUANCE” FOR LABOR PROTECTION PUR-

Section 405(a) of the Rail Passenger Service Act (45 U.S.C. 565(a))
is amended by adding at the end thereof the following: “For pur-
poses of subsection (c) of this section and any agreement designed to
implement the provisions of such subsection, a ‘discontinuance of
intercity rail passenger service’ shall not include any adjustment in
frequency of intercity rail passenger trains the effect of which is a
temporary suspension of service unless such suspension causes a re-
duction of passenger train operations on a particular route to a fre-
quency of less than three round trips per week at any time during
any calendar year.”.

SEC. 4017. NORTHEAST CORRIDOR COST DISPUTE DECISIONS.

(a) ICC DEgcrsions.—(1) Section 1163(a)(2) of the Northeast Rail
;?ervice Act of 1981 (45 U.S.C. 1111(a)?)) is amended to read as fol-
ows:

“2) The Commission, in making such a determination, shall con-
sider all relevant factors, and shall not permit cross subsidization
betw_een’ ’intercity rail passenger service and commuter rail passenger
service.”.

(2) Any decisions of the Interstate Commerce Commission before
the date of enactment of this Act under section 1163(a)2) of the
Northeast Rail Service Act of 1981 (45 U.S.C. 1111(a)(2)) shall have
no force and effect after the date of enactment of this Act.

(b) AssicNMENT oF Costs.—Section 402(a) of the Rail Passenger
Service Act (45 U.S.C. 562(a)) is amended—

(1) by inserting “(1)” immediately after “(a)’;

(2) by inserting ‘(2)” immediately before “Notwithstanding’;

(2) in the second sentence of paragraph (2), as so designated
by paragraph (2) of this subsection, by striking out “180” and
inserting in lieu thereof “120°;

(4) in the last sentence of paragraph (2), as so designated by
paragraph (2) of this subsection, by striking out “shall consider
all relevant factors, and shall not permit cross subsidization
among intercity, commuter,” and inserting in lieu thereof
“shall not permit cross subsidization between intercity rail pas-
senger service”: and '

(5) by adding at the end of paragraph (2), as so“deszgnated by
paragraph (2) of this subsection, the following: “The Commis-
sion, in making such a determination, shall assign to a freight
railroad obtaining services pursuant to this paragraph the costs
incurred by the Corporation solely for the benefit of that rail-
road, plus a proportionate share of all other costs of providing
services covered by this paragraph that are incurred for the
common benefit of the Corporation and such freight railroad.
The proportionate share of such other costs assigned to a freight
railroad shall be based on relative measures of volume of car
operations, tonnage, or other factors that reasonably reflect the
relative use of the rail properties covered by this paragraph.
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ing in this paragraph shall be construed to preclude par-

2@: hfl'rogm enterirfg irg;;o an agreement under this paragraph

either before or after a determination of the Commission under
s paragraph.’. )

(c)tg'?FgcngEA{;ss oF STANDARD.—The compensation star;dard es-
tablished by the amendment made by subsection (b) of this section
shall be effective in any proceeding instituted under section 402(a)(2)
of the Rail Passenger Service Act (45 U.S.C. 562(a)(2)) after the date
of enactment of this Act. ) ) ) )

(d) CONGRESSIONAL Poricy.—Nothing in this section, or any
amendment made by this section, shall_bg cqnstrued to (_zlter {he
Congressional policy against cross subsidization among intercity,
commuter, and rail freight services expressed in the last sentence of
section 402(a) of the Rail Passenger Service Act, as in effect before
the date of enactment of this Act.

SEC. 4018. LOCAL RAIL SERVICE ASSISTANCE.
Section 5(q) of the Department of Transportation Act (49 US.C.
App. 1654(q) is amended— .

(1) by inserting after “September 30, 1984.” the following: “Of
the funds authorized to be appropriated under this subsection,
there are authorized to be appropriated not to exceed
$12,000,000 for the fiscal year ending September 30, 1986, not to
exceed $10,000,000 for the fiscal year ending September 30, 1987,
and not to exceed $8,000,000 for the fiscal year ending Septem-
ber 30, 1988.": and

(2) by adding at the end thereof the following: “No funds are
authorized to be appropriated under this subsection for any
Dperiod after September 30, 1988.”

Subtitle B—Highway Programs

SEC. 4101. REDUCTIONS IN HIGHWAY APPORTIONMENTS.

(a) PRIMARY SYSTEM.—The first sentence of section 105(a)1) of the
Highway Improvement Act of 1982 is amended by striking out
“$2,450,000,000” and inserting in lieu thereof “$2,375,000,000”,

(b) BRIDGE REPLACEMENT AND REHABILITA TI0N.—Section 202(1) of
f{he Highway Safety Act of 1982 is amended by striking out

2,050,000,000” and inserting in lieu thereof “‘$1,900,000,000"’

(¢) INTERSTATE 4R.—The first sentence of section 105 of the Feder-
¢‘1‘l-Azd Highway Act of 1978 is amended by striking out

$3,150,000,000” and inserting in lieu thereof “$2,975,000,000”

(d) APPORTIONMENT ADJUSTMENTS, — ’

0] DETERMINATION OF ADJUSTMENT AMOUNT.—On the first
day following the effective date of this section, the Secretary of

Transportation shall determine—

(A) the amount of funds that would h b -
tioned to each State on October 1, 1?8.15‘—- ave Deen appor
(i) for the Federal-aid primary system program if the
amendment made by subsection (a) had been in effect
on such date; _

(i) for the highway bridge replacement and rehabili-
tation program if the amendment made by subsection

(®) had been in effect on such date; and
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(iii) for the program to resurface, restore, rehabili-
tate, and reconstruct routes on the National System of
Interstate and Defense Highways if the amendment
mtzie by subsection (c) had been in effect on such date;
an

(B) the amount by which the amount which was appor-
tioned to such State on October 1, 1985, for such program
exceeds the amount determined under subparagraph (A) for
such program.

(9) ADJUSTMENTS TO CURRENT APPORTIONMENT.—To the
extent that any funds—

(A) which were apportioned to a State on October 1, 1985,
for any program referred to in paragraph (1XA); and

(B) which are unobligated on the first day following the
effective date of this section;

do not exceed the amount determined under paragraph (1)B)
for such program, such apportioned and unobligated funds
shall lapse on such first day.

(3) ADJUSTMENT TO FUTURE APPORTIONMENT.—If the amount
determined under paragraph (1XB) with respect to the appor-
tionment made on October 1, 1985, to any State for any program
referred to in paragraph (1)(A) is greater than the amount of
funds which lapse from the apportionment to such State for
such program under paragraph (2), the Secretary of Transporta-
tion shall reduce the amount which, but for this paragraph,
would otherwise be apportioned to such State for such program
on October 1, 1986, by the amount of such excess.

SEC. 4102. OBLIGATION CEILING.

(a) GENERAL LimrratioN.—Notwithstanding any other provision
of law, the total of all obligations for Federal-aid highways and
highway safety construction programs shall not exceed—

(1) $13,125,000,000 for fiscal year 1986;
(2) $13,525,000,000 for fiscal year 1987; and
(3) $14,100,000,000 for fiscal year 1988.
(b) ExceprioNs.—The limitations under subsection (a) shall not
apply to obligations—

(1) under section 125 of title 23, United States Code;

(2) under section 157 of such title;

(3) under section 320 of such title; _ )

(4) under section 147 of the Surface Transportation Assistance
Act of 1978; ) _

(5) under section 9 of the Federal-Aid Highway Act of 1981;

(6) under sections 131(b) and 131(j) of the Surface Transporta-
tion Assistance Act of 1982; and . o

(7) under section 118 of the National Visitor Center Facilities
Act of 1968.

(¢) DISTRIBUTION OF OBLIGATIONAL AUTHORITY.—For each of the
fiscal years 1986, 1987, and 1988, the Secretary of Transportation
shall distribute the limitation imposed by subsection (a) by alloca-
tion in the ratio which sums authorized to be appropriated for Fed-
eral-aid highways and highway safety construction which are ap-
-portioned-or allocated to each State for such fiscal year bears to the
total of the sums authorized to be appropriated for Federal-aid
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highways and highway safety construction which are apportioned or
allocated to all the States for such fiscal year. ) od

(d) LIMITATION ON OBLIGATIONAL AUTHORITY. —During the perio
October 1 through December 31 of each of the fiscal years 1986,
1987, and 1988, no State shall obligate more than 35 percent of the
amount distributed to such State under subsection (c) for such fiscal
year, and the total of all State obligations during such period shall
not exceed 25 percent of the total amount distributed to all States
under such subsection for such fiscal year.

(¢) REDISTRIBUTION OF UNUSED OBLIGATIONAL AUTHORITY. —Not-
withstanding subsections (c) and (d), the Secretary of Transportation
shall— ) ) o

(1) provide all States with authority sufficient to prevent
lapses of sums authorized to be appropriated for Federal-aid
highways and highway safety construction which have been ap-
portioned or allocated to a State, except in those instances in
which a State indicates its intention to lapse sums apportioned
under section 104(W)5)XA) of title 23, United States Code;

(9) after August 1 of each of the fiscal years 1986, 1987, and
1988, revise a distribution of the funds made available under
subsection (¢c) for such fiscal year if a State will not obligate the
amount distributed during such fiscal year and redistribute suf-
ficient amounts to those States able to obligate amounts in ad-
dition to those previously distributed during such fiscal year
giving priority to those States having large unobligated bal-
ances of funds apportioned under section 104 of title 23, United
States Code, and giving priority to those States which, because
of statutory changes made by the Surface Transportation Assist-
ance Act of 1982 and the Federal-Aid Highway Act of 1981,
have experienced substantial proportional reductions in their
apportionments and allocations; and

(3) not distribute amounts authorized for administrative ex-
penses and Federal lands highways programs.

) CONFORMING AMENDMENT.—Section 157(b) of title 23, United
States Code, is amended by striking out the period at the end of the
last sentence and inserting in lieu thereof “and section 4102(c) of
the Consolidated Omnibus Budget Reconciliation Act of 1985.”

SEC. 4103. INTC'}%%ASE IN THE STATE EMERGENCY REPAIR FUND LIMITA-

_ The first sentence of section 125(b) of title 23, United States Code,
is amended by inserting after “$30,000,000” the following: ‘(and
$55,000,000 for projects in connection with disasters or failures oc-
curring in calendar year 1985)"
SE'(C.)H 0; NATIONAL MINIMUM DRINKING AGE AMENDMENTS.
o/ LXTENSION OF PENALTY FOR NON-COMPLIANCE.—Secti
{‘?’fga)l@) o€ title 23, Unléed States Code, is amended by strikirfﬁc' tl;z)t';
iscal year succeeding”’ ] ing in li ‘
fis(%cjlcyear e, eding” and inserting in lieu thereof “each
OMPLYING STATE Laws.—Subsection (a) of section 158
o ’ of such
ngz g;saa,rl)}ended by adding at the end thereof the following new
‘(3) STATE GRANDFATHER LAW as COMPLYING.—If, b
later of (A) October 1, 1986, or (B) the tenth day fzi);llozevf?r:; :Zi
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last day of the first session the legislature of a State convenes
after the date of the enactment of this Dparagraph, such State
has in effect a law which makes unlawful the purchase and
public possession in such State of any alcoholic beverage by a
person who is less than 21 years of age (other than any person
who is 18 years of age or older on the day preceding the effec-
tive date of such law and at such time could lawfully purchase
or publicly possess any alcoholic beverage in such State), such
State shall be deemed to be in compliance with paragraphs (1)
and (2) of this subsection in each fiscal year in which such law
is in efffect.”.

(c) PERIOD OF AVAILABILITY; EFFECT OF COMPLIANCE AND Non-
COMPLIANCE.—Subsection (b) of section 158 of such title is amended
to read as follows:

“0&) PerIOD OF AvVAILABILITY; EFFECT OF COMPLIANCE AND NON-
COMPLIANCE.—

“(1) PERIOD OF AVAILABILITY OF WITHHELD FUNDS.—

“YA) FUNDS WITHHELD ON OR BEFORE SEPTEMBER 30,
1988.—Any funds withheld under this section from appor-
tionment to any State on or before September 30, 1988, shall
;emain available for apportionment to such State as fol-
ows:

“@) If such funds would have been apportioned
under section 104(bX5)(A) of this title but for this sec-
tion, such funds shall remain available until the end
of the fiscal year for which such funds are authorized
to be appropriated.

“Gi) If such funds would have been apportioned
under section 104(bX5)XB) of this title but for this sec-
tion, such funds shall remain available until the end
of the second fiscal year following the fiscal year for
which such funds are authorized to be appropriated.

“Gii) If such funds would have been apportioned
under section 104(b)1), 104bX2), or 104(bX6) of this
title but for this section, such funds shall remain
available until the end of the third fiscal year follow-
ing the fiscal year for which such funds are authorized
to be appropriated.

‘“B) FUNDS WITHHELD AFTER SEPTEMBER 30, 1988.—No
funds withheld under this section from apportionment to
any State after September 30, 1988, shall be available for
apportionment to such State.

“‘2) APPORTIONMENT OF WITHHELD FUNDS AFTER COMPLI-
ANCE.—If, before the last day of the period for which funds
withheld under this section from apportionment are to remain
available for apportionment to a State under paragraph (1)A),
the State makes effective a law which is in compliance with
subsection (a), the Secretary shall on the day following the ef-
fective date of such law apportion to such State the withheld
funds remaining available for apportionment to such State.

“3) PERIOD OF AVAILABILITY OF SUBSEQUENTLY APPORTIONED
FUNDS.—Any funds apportioned pursuant to-paragraph-(2)shall -

" rémdin available for expenditure as follows:
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““A) Funds apportioned under section 104(b)(5)A) of this
title shall remain available until_ the end of the fiscal year
succeeding the fiscal year in which such funds are so ap-

rtioned.
po“é;) Funds apportioned under section 104(b)(1), 104(b)(2),
104(®)5)(B), or 104(b)(6) of this title shall remain available
until the end of the third fiscal year succeeding the fiscal
year in which such funds are so apportioned. ul

Sums not obligated at the end of such period shall lapse or, in
the case of ﬁfnds apportioned under section 104(b)(5) of this
title, shall lapse and be made available by the Secretary for
projects in accordance with section 118(b) of this title. _

“t4) EFFECT OF NONCOMPLIANCE.—If, at the end of the period
for which funds withheld under this section from apportion-
ment are available for apportionment to a State under para-
graph (1), the State has not made effective a law which is in
compliance with subsection (a), such funds shall lapse or, in the
case of funds withheld from apportionment under section
104(bX5) of this title, such funds shall lapse and be made avail-
able by the Secretary for projects in accordance with section
118(®) of this title.”

(d) CoNFORMING AMENDMENTS.—Such section 158 is further
amended—

(1) in subsection (a) by inserting “WirtaHoLDING oF FUNDS
FOR NONCOMPLIANCE.— " before ‘(1) The’”

(2) in subsection (a)1) by inserting “FIRST YEAR.—' before
“The Secretary’:

(8) by indenting paragraphs (1) and (2) of subsection (a) and
aligning them with paragraph (3) of 'such subsection as inserted
by subsection (b) of this section;

(4) in subsection (a)1) by inserting “first” before “fiscal year”
the second place it appears;

(5) in subsection (a)2) by inserting “AFTER THE FIRST YEAR.—
" before “The Secretary’ and

(6) in subsection (c) by inserting “ArLcornoLic BEVERAGE De-
FINED.—"’ before “As”’

SEC. 4105. OHIO RIVER BRIDGE FUND REPROGRAMMING.

5 Section 147 of the Federal-Aid Highway Act of 1978 is amended
) inserting "(a)” after “Sec. 147.” and by adding at the end thereof
the (lgtjgét))lgfnghnefw subsection:

“ the funds which have b 1 ;

toht[z;zl fourt_h and fifth szntences of .esit,;).sseectt?:rlzd(fzf;f"vtlgl'ttssgc{;litorrstu;:é
wnich are in excess of the :
athoriond gy P suz e, g,:n_ounts needed to complete the projects

“(A) $65,000,000 shall be available t .
portation fo carry out the stato.of the-at tocheeros e
scribed in paragraph (2) of this subsection; and

“(B) the remainder shall be apportioned under subsection (e)

of section 144 of title 23, United States Cod. 3
projects under such section, ode, for carrying out

“(2) The state-of-the-art technolo, roj 1
. ts g
graph (1) of this subsection are the f%%l(ﬁvg‘rltg referred to in para
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“(A) Construction of a bridge (including approaches thereto)
across the Ohio River between Newport, Kentucky, and Cincin-
nati, Ohio, to replace a bridge on a highway designated as a
United States route.

“(B) Construction of a bridge (including approaches thereto)
across the Ohio River between Covington, Kentucky, and Cin-
cinnati, Ohio, to replace a bridge on a Kentucky State highway.

“C) Construction of a bridge (including approaches thereto)
across the Ohio River near Maysville, Kentucky, and Aberdeen,
Okhio, to replace a bridge on a highway designated as a United
States route.

“(3) In order to demonstrate the latest high-type geometric design
features (including safety hardware) and new advances in highway
bridge construction, the projects authorized by this subsection shall
utilize state-of-the-art technology, and all design elements, including
the decking, shall be designed to provide the best life-cycle costs,
thereby minimizing future maintenance and rehabilitation costs.

“U4) The Secretary of Transportation may provide necessary tech-
nical assistance in the design and construction of projects under
this subsection.

“5) Not later than one year after the completion of the state-of-
the-art technology projects under this subsection, the Secretary of
Transportation shall submit a report to Congress, including but not
limited to the results of such projects, the effects of using the best
available technology on safety and other considerations, recommen-
dations for applying the results to other bridge projects, and any
changes that may be necessary by law to permit further use of such
features.

“6) In allocating funds made available to carry out the projects
described in paragraph (2) of this subsection, the Secretary shall
give priority to completing the projects described in subparagraphs
(A) and (B) of such paragraph. At such time as the Secretary deter-
mines and certifies in writing that sufficient funds have been set
aside, from the amount made available under paragraph (1XA), to
complete the projects described in subparagraphs (A) and (B) of
paragraph (2), any remaining funds shall be used to carry out the
project described in subparagraph (C) of paragraph (2). _

“7) Funds made available to carry out the projects described in
paragraph (9) of this subsection shall be available for obligation in
the same manner and to the same extent as if such funds were ap-
portioned under chapter 1 of title 23, United States Code, except
that such funds shall be available until expended and shall not be
subject to any obligation limitation. The Federal share of the
projects described in paragraph (2) of this subsection shall be that
provided in subsection (a).”.

TITLE V—CORPORATION FOR PUBLIC BROADCASTING AND
FEDERAL COMMUNICATIONS COMMISSION

SEC. 5001. CORPORATION FOR PUBLIC BROADCASTING.
(a) PuBLic TELECOMMUNICATIONS FaciLITIES.—Section 391 of the
Communications Act of 1934 (47 U.S.C. 391) is amended—
(1) by striking out “and’ after “1983, » and
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inserting “ $24,000,000 for fiscal year 1986, $28,00,0’,000
for('g;'igglal year f987, and $32,000,000 for fiscal year 1988, im-
ately after “1984,” )
(b)mjfllzg«a}?’vo{v oF APPROPRIATIONS.—Section 393 of the Commu-
nications Act of 1934 (47 U.S.C. 55’93) is amended—
(1) by striking out subsection (c); and '
(2) by redesignating subsection (d) as subsection (c).
(c) FINANCING OF CORPORATION FOR PUBLIC Broabpcasting.—(1)
Section 396(kX1)XC) of the Communications Act of 1934 (47 U.S.C.
1)(C) is amended— ) o
39€(k)((1{1() )Ify striking out “and 1986 and inserting in lieu thereof
“1986, 1987, 1988, 1989, and 1990°; .,
(B) by striking out “and” after ‘fiscal year 1985,"; and
(C) by inserting “ $200,000,000 for fiscal year 1987,
$214,000,000 for fiscal year 1988, $238,000,Q00 for_ fiscal year
1989, and $254,000,000 for fiscal year 1990” immediately before
the period at the end thereof. o
(2) Section 396(R)X3NA)G)ID) of the Communications Ac‘t‘ of 1934
(47 US.C. 396(k)SNA)IL) is amended by striking out research,
training, technical assistance, engineering, instructional support,
payment of interest on indebtedness,””
(3) Section 396(k) of the Communications Act of 1934 (47 US.C.
396(k)) is amended—
(A) by striking out paragraph (8); and
(B) by redesignating paragraphs (9) and (10) as paragraphs (8)
and (9), respectively.
SEC. 5002. FEDERAL COMMUNICATIONS COMMISSION.
(a) AUTHORIZATION OF APPROPRIATIONS.—(1) Section 6 of the

Communications Act of 1934 (47 U.S.C. 156) is amended to read as
follows:

“AUTHORIZATION OF APPROPRIATIONS

“SEc. 6. There are authorized to be appropriated for the adminis-
tration of this Act by the Commission $98,100,000 for fiscal year
1986 and $97,600,000 for fiscal year 1987, together with such sums
as may be necessary for increases resulting from adjustments in
salary, pay, retirement, other employee benefits required by law, and
}tg/g(;r”nondzscretwnary costs, for each of the fiscal years 1986 and

(2) The amendment made by paragraph (1) of this subsection shall
?ggéy with respect to fiscal years beginning after September 30,

(b) REIMBURSED ExPENSES.—Section 4(gX?) of the Communica-
tions A(% of ]9524 (47 US.C. 154(gX2) is amendedi

_ in subparagraph (D), by striki t “1985” 2 3
in liou thereof “1989" and Y ing out “1985” and inserting
. (Z)hby adding at the end thereof the follow'ng new subpara-
graph: '

“(E) Funds which are received by the Commission as reimburse-

ments under the provisions of this
! _ paragraph after the cl
fiscal year shall remain available for obligatli)on. ”.f ose of a
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(c) ANNUAL REPORT.—Section 5(g) of the Communications Act of
1934 (47 U.S.C. 155(g)) is amended by striking out “January 31” and
inserting in lieu thereof “March 31’

(d) ADDITIONAL SavINGgs.—For provisions of law which, through
relocation of the Fort Lauderdale, Florida, Monitoring Station of
the Federal Communications Commission, reduce spending for fiscal
year 1986 in satisfaction of the reconciliation requirements imposed
by section 2e) of S. Con. Res. 32 (99th Congress), see the material
under the heading “FEDERAL COMMUNICATIONS COMMISSION” in the
Supplemental Appropriations Act, 1985 (Public Law 99-88).

(¢) CHARGES FOR OPERATIONS.—The Communications Act of 1934
(47 US.C. 151 et seq.) is amended by inserting immediately after sec-
tion 7 the following new section:

“CHARGES

“Sec. 8. (@) The Commission shall assess and collect charges at
such rates as the Commission shall establish or at such modified
rates as it shall establish pursuant to the provisions of subsection
(®) of this section. The Schedule of Charges established under this
subsection shall be implemented not later than 360 days after the
date of enactment of this section.

“tbX1) The Schedule of Charges established under this section
shall be reviewed by the Commission every two years after the date
of enactment of this section and adjusted by the Commission to re-
flect changes in the Consumer Price Index. Increases or decreases in
charges shall apply to all categories of charges, except that individ-
ual fees shall not be adjusted until the increase or decrease, as de-
termined by the net change in the Consumer Price Index since the
date of enactment of this section, amounts to at least $5.00 in the
case of fees under $100.00, or 5 percent in the case of fees of $100.00
or more. All fees which require adjustment will be rounded upward
to the next $5.00 increment. The Commission shall transmit to the
Congress notification of any such adjustment not later than 90 days
before the effective date of such adjustment.

“2) Increases or decreases in charges made pursuant to this sub-
section shall not be subject to judicial review.

“cX1) The Commission shall prescribe by regulation an addition-
al charge which shall be assessed as a penalty for late payment of
charges required by subsection (a) of this section. Such penalty shall
be 25 percent of the amount of the charge which was not paid in a
timely manner. ) .

“9) The Commission may dismiss any application or other filing
for failure to pay in a timely manner any charge or penalty under
this section. ) .

“dX1) The charges established under this section shall not be ap-
plicable to the following radio services: Local Government, Police,
Fire, Highway Maintenance, Forestry-Conservation, Public Safety,
and Special Emergency Radio, or to governmental entities licensed
in other services. ]

“3) The Commission may waive or defer payment of a charge in
any specific instance for good cause shown, where such action would
promote the public interest.
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“ received from charges established under this section
sha(le}) If‘el (()i’el;)}:)ssited in thé general fund of the Treasury to reimburse
the United States for amounts appropriated for use by the Commis-
sion in carrying out its functions under this Act. 4 ;

“P The Commiszion shall pres;r;}:g apgtr'l%]:lrz,t’zte rules and regula-

] rry out the provisions of this se L o
tw(;L)s (tlongqu zodified pIZtrsuant to section 8(b) of the Communications
Act of 1934 (as added by subsection (e) of this section), the Schedule
of Charges which the Federal Communications Commission shall
prescribe pursuant to section 8(a) of such Act shall be as follows:

Schedule of Charges
. Fee
Service amount
PRIVATE RADIO BUREAU
1. Marine Coast Stations (New, Modifications, Renewals) $60.00
2. Operational Fixed Microwave Stations (New, Modifications, Renewalsj................... 135.00
3. Aviation (Ground Stations) (New, Modifications, R ls) 60.00
4 Land Mobile Radio Licenses (New, Modifications, R Is) 30.00
EQUIPMENT APPROVAL SERVICE
1. Certification
a. Receivers (Except TV & FM Receivers) 250.00
b. All Other Devices 5 650.00
2. Type Acceptance
a. Approval of Subscription TV Syst 2,000.00
b. All Others 325.00
J. Type Approval
a. Ship (Radio Telegraph) Automatic Alarm Syst 6,500.00
b. Ship and Lifeboat (Radio Telegraph) Transmitters 8,250.00
c. All Others (With Testing) 1,300.00
d. All Others (Without Testing) 150.00
4. Notifications 100.00
MASS MEDIA BUREAU
1. Commercial TV Stations
a. New and Major Change Construction Permits Application Fees................... 2,250.00
b. Minor Changes Application Fee 500.00
c. Hearing Charge 6,000.00
d. License Fee......... 150.00
2. Commercial Radio Stations
a. New and Major Change Construction Permits
(1) Application Fee AM Station 2,000.00
(2) Application Fee FM Station ....... 1,800.00
b. Minor Changes Appl. Fee-AM & FM... 500.00
¢. Hearing Charge 6,000.00
d. License Fee ’
(DAM....oe. 325.00
(D FM...... 100.00
e. Directional Antenna License Fee (AM only)..... 375.00
3. FIlIIJgZ'”‘L/itST)‘ranslators and LPTV Stations (New & Major Change Construction
a. Application Fee.......
b. License Fee..........oneoooo..... 3;2%
4. Station Assignment and Transfer Fees .
a. AM, FM and TV Commercial Stations
(1) Application Fee (Forms 314/315) oo 500.00
(2) Application Fee (Form $16) 70.00
. {)l“FMg'V Translators & LPTV Stations............. 75.00
- Auxiiary Services Major Actions—, jcati )
6. Renewals—All Service{s tons—Application Fee 75.00

30.00
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Schedule of Charges—Continued

Fee

Service
amount

Cable Television Service
a. Cable Television Relay Service—Construction Permits, Assignments & 135.00
Transfers, Renewals & Modifications.
b. Cable Special Relief Petitions—Filing Fee 700.00
Direct Broadcast Satellite New & Major Change CPs
a. Application for Authorization to Construct a Direct Broadcast Satellite ...... 1,800.00

b. Issuance of CP & Launch Authority 17,500.00

¢. License to Operate Satellite. 500.00

d. Hearing Charge. 6,000.00
COMMON CARRIER BUREAU

Domestic Public Land Mobile Stations (Base, Dispatch, Control & Repeater
Stations)
a. New or Additional Facility Authorizations, Assignments & Transfers (Per 200.00

transmitter/per station).
b. Renewals and Minor Modifications (Per station). 20.00
¢. Air-Ground Individual Li; R Is & Modifications ............cocercese 20.00
Cellular Systems
a. Initial Construction Permits & Major Modification Applications (Per 200.00
cellular systems).
b. Assignments & Transfers (Per station) 200.00
¢. Initial covering license (Per cellular system)
(1) Wireline carrier. 525.00
(2) Nonwireline carrier 50.00
d. R Is 20.00
e. Minor modifications and additional li 50.00
Rural Radio (Central Office, Interoffice or Relay Facilities)
a. Initial Construction Permit, Assignments & Transfers (Per transmitter)....... 90.00
b. Renweals & Modifications (Per station) 20.00
Offshore Radio Service
a. Initial Construction Permit, Assignments & Transfers (Per transmitter)....... 90.00
b. Renewals & Modifications (Per station) 20.00

Local Television or Point To Point Microwave Radio Service
a. Construction Permits, Modifications of Construction Permits, and Renew- 135.00

als of Licenses.
b. Assignments & Transfers of Control (Per Station) 45.00
¢. Initial License for New Freq y 135.00
International Fixed Public Radio (Public & Control Stations)
a. Initial Construction Permits, Assignments & Transfers .........uevivesrinns 450.00
b. Renewals & Modificati 325.00
Satellite Services
a. Transmit Earth Stations
(1) Initial Station Authorizati 1,850.00
(2) Assignments & Transfers of Station Authorizations 450.00
(3) All Other Applicati 90.00
b. Small Transmit/Receive Earth Stations (2 meters or less)
(1) Lead Authorizati 3,000.00
(2) Routine Authorizati 30.00
(3) All Other Applications 90.00
c. Receive Only Earth Stations
(1) Initial Station Authorizati 200.00
(2) All Other Applicati . 90.00
d. Applications For Authority To Construct o Space Station . 1,800.00
e. Applications For Authority To Launch & Operate a Space Station ................ 18,000.00
. Satellite System Application
£ (1) Initial Station Authorizati 5,000.00
(2) Assignments & Transfers of Systems 1,333.00
(3) All Other Applications 90.00

8. Multipoint Distribution Service

a. Construction Permits, Renewals & Modifications of Construction Permits...  135.00
b. Assignments & Transfers of Control (Per Station) 45.00
. Initial License (Per channel). 400.00
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Schedule of Charges—Continued

Service amount

jon 214 Applications

’ Secn:.nAp;flicfgons for Overseas Cable Construction 8,;03.%
b. Applications for Domestic Cable Construction 520.00
¢. All Other 214 Applications )

10.  Tariff Filings 250,00
a. Filing Fee - 200.00
b. Special Permission lemgc 135.00

11.  Telephone Equipment Regisé:att_on ..... .

2. igi nic Message Service

e Dlglf:ICEo‘f;ctt:lfctlz%n Pernfits, Renewals & Modifications of Construction Permits...  135.00
b. Assignments & Transfers of Control (Per station) 45.00
¢. Initial License (First License or License Adding a New Frequency)................ 135.00

TITLE VI-MARITIME, COASTAL ZONE, AND RELATED
PROGRAMS

Subtitle A—Boating Safety Fund

SEC. 6001. BOATING SAFETY FUND.

An amount equal to one-third of the amount transferred for fiscal
year 1985 to the Boat Safety Account under section 9503(c)4) of the
Internal Revenue Code of 1954 (26 U.S.C. 9503(c)4)) shall be deposit-
ed in the general fund of the Treasury as proprietary receipts of the
department in which the Coast Guard is operating and ascribed to
Coast Guard activities. Section 13106(a) of title 46, United States
Code, shall be applied with respect to fiscal year 1985 by substitut-
ing “one-third” for “two-thirds” in the first sentence.

Subtitle B—~NOAA Nautical and Aeronautical Products

SEC. 6011. SALE AND DISTRIBUTION OF NOAA NAUTICAL AND AERONAUTI-
CAL PRODUCTS.

(a) Section 1307 of title 44, United States Code, is amended to
read as follows:

“§1307. National Oceanic and Atmospheric Administration: nauti-
ccl and aeronautical products, sale and distribution

'“(ac)l(]é All nautical and aeronautical products created or pub-
y !

lishe the National Oceanic and Atmospheric Administration

“(2)(Aj Subject to subparagraph (B) of this paragraph, the prices
of nautical and aeronautical products may be increased over a
peried of not less than three years after the date of enaciment of
this section so as to recover all costs attributable to data base man-
agement, compilation, printing, and distribution of such products.
The prices of such products may be maintained to recover all such
costs thereafter. At the end of such period and every three years
thereafter, the Secretary, after consultation with the Secretary of
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Transportation, shall report to the Congress on the effect of impos-
ing or maintaining such increased prices, including any impact on
aviation and marine safety.

“(B) The Secretary, after consultation with the Secretary of Trans-
portation, shall adjust the prices of nautical or aeronautical prod-
ucts in such manner as is necessary to avoid any adverse impact on
aviation and marine safety attributable to the prices specified in
subparagraph (A) of this paragraph.

“@) This section shall not be construed to require the establish-
ment of any price for a nautical or aeronautical product where, in
the judgment of the Secretary, furnishing of that product to a recip-
ient is a reasonable exchange for voluntary contribution of informa-
tion by the recipient to a program of the National Oceanic and At-
mospheric Administration.

“4) Prices established under this section may not include costs at-
tributable to the acquisition or processing of nautical or aeronauti-
cal data.

“b) Fees collected from the sale of nautical or aeronautical prod-
ucts under this section and from any licensing of such products
which is permitted under any other provision of law shall be depos-
ited in the miscellaneous receipts fund of the United States Treas-

ury.

‘tc) The Secretary may distribute nautical and aeronautical prod-
ucts—

‘1) without charge to each foreign government or interna-
tional organization with which the Secretary or a Federal de-
partment or agency has an agreement for exchange of these
products without cost; and

“2) at prices which the Secretary establishes, to the depart-
me;zts and officers of the United States requiring them for offi-
cial use.

“ld) The fees provided for in this section are for the purpose of
reimbursing the United States Government for the costs of creating,
publishing or distributing aeronautical and nautical products of the
National Oceanic and Atmospheric Administration. The collection
of fees authorized by this section shall not alter or expand any duty
or liability of the United States under existing law for the perform-
ance of functions for which fees are collected, nor shall the collec-
tion of fees constitute an express or implied undertaking by the
United States to perform any activity in a certain manner. _

“e) For purposes of this section, the term ‘nautical and aeronauti-
cal products’ includes all nautical and aeronautical charts, tide
and tidal current tables, tidal current charts, coast pilots, water
level products, and associated data bases which are created or pub-
lished by the National Oceanic and Atmospheric Administration.”.

(b) The item relating to section 1307 in the analysis of chapter 13
of title 44, United States Code, is amended to read as follows:

«1207, National Oceanic and Atmospheric Administration: nautical and aeronauti-
cal products, sale and distribution.”.
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Subtitle C—Foreign Fishing Permit Fees

SEC. 6921. FOREIGN FISHING PERMIT FEES. .
h (10) of section 204(b) of the Magnuson Fishery Conser-
vaﬁ%,:ézr‘:g Aganagiment Act (16 US.C. 1824(b)10) is amended to

ws:

read as“(flool)lo Fres.—(A) Fees shall be paid to the Secretary by the
owner or operator of any foreign fishing vessel for which a
permit is issued pursuant to this subsection. The Secretary, in
consultation with the Secretary of State, shall establish a
schedule of such fees which shall apply nondiscriminatorily to

each foreign nation. _

“(B); Uné;ess subparagraph (C) applies, the fees imposed under
subparagraph (A) shall be at least in an amount sufficient to
return to the United States an amount which bears to the total
cost of carrying out the provisions of this Act during each fiscal
year the same ratio as the aggregate quantity of fish harvested
by foreign fishing vessels within the fishery conservation zone
during the preceding year bears to the aggregate quantity of
fish harvested by both foreign and domestic fishing vessels
within such zone and the territorial waters of the United States
during such preceding year.

“(C) If the Secretary, in consultation with the Secretary of
State, finds that any foreign nation receiving an allocation
under section 201(e)—

“i) is harvesting anadromous species of United States
origin at a level that is unacceptable to the Secretary; or

“i) is failing to take sufficient action to benefit the con-
servation and development of United States fisheries;

the fees imposed under subparagraph (A) for the next fiscal year
shall be at least in an amount sufficient to return to the United
States an amount which bears to the total cost of carrying out
the provisions of this Act during that fiscal year the same ratio
as the aggregate quantity of fish harvested by foreign fishing
vessels within the fishery conservation zone during the preced-
ing year bears to the aggregate quantity of fish harvested by
both foreign and domestic fishing vessels within such zone
during such preceding year. If the Secretary, in consultation
with the Secretary of State, finds, at any time during a fiscal
year in which fees calculated under this subparagraph are in
effect with respect to a foreign nation, that the conditions re-
quiring that calculation no longer exist, the fees imposed under
this paragraph with respect to that nation for the remainder of
thg‘ fiscal year shall be calculated under subparagraph (B).

(D) Before the end of each fiscal year, the Secretary, in con-
su_ltat'ton with the Secretary of State, shall review, based on the
criteria established in subparagraph (C) (i) and (ii), the perform-
ance of every nation receiving an allocation under section 201(e)
and provide written notice to the Congress of his findings and
reasons therefor before the end of the fiscal year.

(E) For purposes of this paragraph, the total cost of carrying
out the prouvisions of this Act includes, but is not limited to,
fishery conservation and management, fisheries research, ad-
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ministration, and enforcement, but excludes costs for observers
covered by surcharges under section 201(.)(4).

YFXi) The amounts collected by the Secretary under this
paragraph (except the amounts referred to in clause (ii)) shall be
transferred to the fisheries loan fund established under section
4 of the Fish and Wildlife Act of 1956 (16 U.S.C. 742(c) for so
long as such fund exists and used for the purpose of making
loans therefrom, but only to the extent and in amounts provid-
ed for in advance in appropriation Acts.

“ii) The Secretary shall deposit into the general fund of the
United States Treasury the difference between the amounts col-
lected under subparagraph (C) and the amounts that would
have been collected from such nations had that subparagraph
not been enacted.”’.

Subtitle D—Ocean and Coastal Resources Management and
Development Block Grant Act

SEC. 6031. DEFINITIONS.
For purposes of this subtitle—
(1) The term “block grant” means a National Ocean and
Coastal Resources Management and Development Block Grant.
(2) The term “coastal population’ means that term as defined
in regulations issued on May 17, 1982, at 15 CFR Part 927.
(3XA) The term “coastal-related energy facilities” means any
equipment or facility that—

(i) is or will be used primarily in the exploration for, or
the development, production, conversion, storage, transfer,
processing, or transportation of, any energy resource or for
the manufacture, production, or assembly of equipment,
machinery, products, or devices that are involved in any
such energy-resource activity, and

(ii) is, or is likely to be, sited, constructed, expanded, or
operated in, or in close proximity to, the coastal zone of any
State because of technical requirements.

(B) The term includes—

(i) electric generating plants;

(ii) facilities associated with the transportation, transfer,
or storage of coal; o

(iii) petroleum refineries and associated facilities;

(iv) gasification plants; )

(v) facilities associated with the transportation, conver-
sion, treatment, transfer, or storage of liquefied natural

as;

& (vi) oil and gas facilities, including platforms, assembly
plants, storage depots, tank farms, crew and supply bases,
and refining complexes;

(vii) facilities, including deepwater ports, for the transfer
of petroleum; ) .

(viii) facilities used for alternative ocean energy activi-
ties, including those associated with ocean thermal energy
conversion; and )

(ix) pipelines, transmission facilities, and terminals asso-
ciated with any of the foregoing.
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For the purposes of this subtitle, the siting, construction,
exg()(t;z')nsion, or gper{:ztion of any coastal-related energy fagthtzeS is
“n close proximity to the coastal zone of any state if such
siting, construction, expansion, or operation has, or is likely to
have, a significant effect on such coastal zone.

(4) The term ‘“coastal state’ means the Commonwealth of
Puerto Rico and any state of the United States in, or bordering
on, the Atlantic Ocean, the Pacific Ocean, the Arctic Ocean, the
Gulf of Mexico, Long Island Sound, or one or more of the Great
Lakes. o

(5) The term “coastal territory’”’ means the Virgin Islands, the
Northern Mariana Islands, the Trust Territory of the Pacific Is-
lands, American Samoa, or Guam.

(6) The term “Fund’” means the Ocean and Coastal Resources
Management and Development Fund. .

(?) The term “local government” means that term as defined
in section 304(11) of the Coastal Zone Management Act of 1972
(16 US.C. 1453(11)) and, with respect to the State of Alaska, the
term includes unincorporated communities, including Alaska
Native villages.

(8) The term “outer Continental Shelf planning area’” means
one of the geophysical regions of the outer Continental Shelf
which is so designated in the Quter Continental Shelf Leasing
Program (43 U.S.C. 1344), dated July 21, 1982, or as so designat-
ed in subsequent outer Continental Shelf leasing programs.

(9) The term ‘proportionately” means in the same ratio as a
state's allocation.

(10) The term “Secretary” means the Secretary of Commerce.

(11) The term “‘shoreline mileage” means that term as defined
in regulations issued on May 17, 1982, at 15 CFR Part 927.

(12) The term ‘“state’” means any coastal state or coastal terri-
tory.

SEC. 6032. 0CEAN AND COASTAL RESOURCES MANAGEMENT AND DEVELOP-
MENT FUND.

(a) There is established in the Treasury of the United States a
fund to be known as the Ocean and Coastal Resources Management
and Development Fund.

(b)X1) Subject to the limitations in paragraph (2), for each fiscal
year after fiscal year 1987, the Secretary of the Treasury shall depos-
it into the Fund, not later than 60 days after the end of the previous
fiscal year, an amount equal to 20 per centum of the amount, if any,
by which the aggregate of the sums deposited into the Treasury of
g’;fel}];,ltecfis Sﬁaie.zﬁ gu&s‘zst%nt] ;; section 9 of the Outer Continental

an c .S.C. 3 ] .
ceeged pr Ry 8) during the previous fiscal year ex-
(2) The amount in the Fund at any tim 3 1
not exceed the following maximum a{nounet:d uring @ fiscal year may
(A) During fiscal year 1988, $150,000,000.
(B) During fiscal year 1989, $300,000,000.
(C) During fiscal year 1990, an amount equal to 105 percent of
the maximum amount specified under subparagraph (B).



47

(D) During each fiscal year after fiscal year 1990, an amount
equal to 105 percent of the maximum amount applicable under
this paragraph for the immediately preceding fiscal year.

(c) As provided in advance by appropriation Acts, the Secretary
shall use the total amount of any amounts deposited in the Fund
during each fiscal year to carry out the purposes of, and in accord-
ance with, section 6033.

SEC. 6033. NATIONAL OCEAN AND COASTAL RESOURCES MANAGEMENT AND
DEVELOPMENT BLOCK GRANTS.

(a) Subject to the provisions of section 6032(c) and this section, for
fiscal year 1988 and for each subsequent fiscal year, the Secretary
shall provide to each state a national ocean and coastal resources
Z_zua,r‘z‘tizgement and development block grant from amounts in the

(bX1) No state may receive a block grant for a fiscal year unless
such state has submitted to the Secretary a report for such fiscal
year that—

(A) specifies the proposed allocation by such state of the block
grant among coastal zone management activities, coastal energy
tmpact activities, living marine resource activities, and natural
resource preservation, enhancement and management activities
under section 6034(a); and

(B) describes each proposed activity receiving funds provided
by the block grant and the amounts proposed to be expended for
each activity.

(2) In order to be eligible to receive a block grant pursuant to this
subtitle and before submitting the report required under paragraph
(1), each state shall provide opportunities for the public to review
and comment on the report and shall hold at least one public hear-
ing on such report at a site in the state convenient for encouraging
maximum public participation.

(c) A block grant shall not be paid from the Fund to a state until
the state has established a trust fund for the receipt of such grant.

(d) The amount of each block grant provided under subsection (a)
shall be determined by the Secretary under a formula established by
the Secretary which gives equal consideration to each of the follow-
ing criteria:

(1) For each state, the equal combination of—

(A) the amount of actual leasing with respect to oil and
gas which is carried out under the Outer Continental Shelf
Lands Act (48 U.S.C. 1331 et seq.) during the previous fiscal
year which occurs within the Outer Continental Shelf plan-
ning area to which such state is adjacent; and -

(B) the volume of oil and gas produced from Outer Conti-
nental Shelf acreage leased by the Federal Government
which is first landed in such state during the previous
fiscal year. . .

(2) For each state, any proposed oil and gas lease sales speci-
fied by the Outer Continental Shelf leasing program prepared
under section 18(a) of the Outer Continental Shelf Lands Act
43 US.C. 1344(a)) and scheduled to occur within the Outer
Continental Shelf planning area to which such state is adja-

cent.
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he coastal-related energy fac@lities (including cpal factli-
tieg) litl;cated within each state during the previous fiscal year.
For any state for which the Secretary has not approved a coast-
al zone management program under section 306 of the Coastal
Zone Management Act of 1972 (16 US.C. 1455), this criterion
shall be reduced by 50 per centum. The amounts resulting from
such reduction shall be reallocated proportionately, under this
paragraph, among states for which the Secretary has approved
management programn. )
su&l; %‘he shfreline fnileagelof each state for ;vhzcg Ctll’z; EZZZ—'
has approved a coastal zone management progr
gzgtyion 3061? I;))f the Coastal Zone Management Act of 1972 (16

'S.C. 1455). '

Uf'i) Thi coastal populatior; of each state for twhlch the Set(:{e-
tary has approved a coastal zone management program unaer
segion 3061? 1())f the Coastal Zone Management Act of 1972 (16
U.S.C. 1455). ‘

(e) For purposes of paragraphs (4) and (5) of subsection (d)—

(1) the Secretary shall be presumed to have approved the
coastal zone management program of any state if the Secretary
determines that, in any fiscal year, such state is making satis-
factory progress toward the development of a coastal zone man-
agement program which will be approvable under section 306 of
the Coastal Zone Management Act ¢16 U.S.C. 1455). Such pre-
sumption may be renewed only once and for a period not to
exceed one additional fiscal year if the Secretary makes such
determination under this subsection for such additional fiscal
year; and

(2) a state shall not receive in excess of 30 per centum of the
amounts attributable to either criterion.

If any state would receive an allotment greater than 30 per centum,
the Secretary shall reduce such allotment to 30 per centum. The
amounts resulting from such reduction shall be reallocated propor-
tionately among those states that receive less than 30 per centum of
the amounts attributable to such criterion.

(fX1) For states for which the Secretary has approved a coastal
zone management program under section 306 of the Coastal Zone
Management Act of 1972 (16 U.S.C. 1455), a coastal state shall re-
cetve not less than one and sixty two one-hundredths per centum,
and a coastal territory not less than one-half of one per centum, of
the total amount available for block grants under section 6039(c)
during any fiscal year.

(2) If, after the calculations required under subsection (d), any
coastal state or coastal territory is to receive a block grant that is
less than the respective minimum grant levels established under
paragraph (1), the Secretary shall increase such state’s block grant
to the minimum level. Amounts necessary to make such increases
shall be derived by reducing proportionately the block grant of each
state which, as determined under subsection (d), exceeds the respec-
twe minimum level under paragraph (1).

(3) For the purposes of the implementation of section 6034(b),

block grant levels may fall below the respective minimum levels es-
tablished under this section.
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(® If, after the calculations required under subsections (d), (e) and
(), any state would receive a block grant which is greater than 15
per centum of the funds appropriated under section 6032(c), the Sec-
retary shall reduce such state’s block grant to 15 per centum. The
amounts resulting from such reduction shall be reallocated propor-
tionately among states receiving less than 15 per centum of such
funds and more than the minimum grant levels under subsection

(hX1) After determining the amount of a block grant for any State
for any fiscal year under subsections (d) through (g), the Secretary
shall determine the final amount of that grant by deducting (but
not below O) from the amount determined under those subsections—

(A) an amount equal to 50 percent of the average annual
amount of all Federal assistance received by that State under
the Coastal Zone Management Act of 1972 during the 8 immedi-
ately preceding fiscal years; and

(B) subject to paragraph (2), an amount equal to 50 percent of
the average annual amount received by that State under section
8(g) of the Outer Continental Shelf Lands Act during the 3 im-
mediately preceding fiscal years.

(2) In calculating the average annual amount under paragraph
(1XB) for any 3-year period that includes the year in which the state
received payment under section 8004 of the Outer Continental Shelf
Lands Act Amendments of 1985, the Secretary shall treat the state
as having received, under section 8(g) of the Outer Continental Shelf
Lands Act, an amount equal to 20 percent of the payment under
such section 8004—

(i) for the fiscal year in which the payment under such sec-
tion 8004 was received; and

(ii) for any fiscal year in the 3-year period that preceded the
fiscal year referred to in clause (i).

(3) The Secretary shall deposit moneys equal to the amounts by
which block grants are reduced under paragraph (1) into the general
fund of the United States Treasury as miscellaneous receipts.

SEC. 6034. REQUIREMENTS ON THE USE OF BLOCK GRANTS.

(a) Block grants provided to a state under section 6033(a) shall be
used for the enhancement and management of ocean and coastal re-
sources and for the amelioration of any adverse impacts that result
from the siting, construction, expansion, or operation of coastal-re-
lated energy facilities. Such block grants shall be used only for each
of the following activities:

(1) Activities of such state authorized by the Coastal Zone
Management Act of 1972 (16 U.S.C. 1451 et seq.).

(2) Activities of such state pursuant to the coastal energy
impact program administered under section 308 of the Coastal
Zone Management Act of 1972 (16 U.S.C. 1457).

(3) Activities of such state for the enhancement, management
and development of living marine resources.

(4) Activities of such state for the preservation, enhancement
and management of its natural resources including coastal
habitats. ) )

(b) Nothing in this subtitle shall be construed to repeal or modify,
by implication or otherwise, section 312 of the Coastal Zone Man-
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t of 1972 (16 U.S.C 1461). The Secretary shall reduce any
Z?gglleega?zz prf'povided under this subtitle to a state that has an ap-
proved program under section 306 of the Coastal Zone Management
Act (16 US.C. 1455), by no more than 30 per centum of the amount
of such state’s block grant that is attributable to paragraphs (4) and
(5) of section 6033(d), if the Secretary makes the determination pro-
vided in section 312(c) of the Coastal Zone Management Act.

SEC. 6035. LOCAL GOVERNMENTS. . .

(a) Each state receiving a block grant in any fiscal year under sec-
tion 6033(a) shall— . )

(1) establish an effective mechanism for consultation and co-
ordination with its local governments with respect to the alloca-
tion of such block grant within the state; and

(2) provide to its local governments allocations from such
block grant, taking into consideration the ‘re.sponszbllltles of the
local governments in carrying out activities under section
6034(a). o _

(b) In carrying out its responsibilities under subsection (aX?), the
state shall give particular emphasis to the activities of local govern-
ments in—

(1) providing public services and public facilities required as
a result of the siting, construction, expansion, or operation of
coastal-related energy facilities; and

(9) preventing, reducing, or ameliorating any unavoidable loss
of valuable environmental or recreational resources if such loss
results from the siting, construction, expansion, or operation of
coastal-related energy facilities.

(c) In carrying out its responsibilities under this section, each
state shall provide no less than 33% per centum of each block grant
received under section 6033(a) to its local governments.

SEC. 6036. AUDIT.

(a) Under regulations promulgated by the Secretary, any state re-
ceiving a block grant under section 6033(a) shall, for each fiscal
year that it receives such grant, provide that amounts received
under this subtitle be subject to audit in accordance with chapter 75
of title 31, United States Code, and be submitted to the Secretary.
The income derived from such trust fund for each fiscal year shall
be included in the audit required by this section.

(b) Each audit submitted by a state under subsection (a) shall—

(1) contain a statement of all funds provided by the block
grant received by such state for the fiscal year; and

(2) include a statement of all financial assistance provided to
such state’s local governments pursuant to section 6035.

(c) After receiving a state’s financial audit under this section, the
Secretary shall—

(1) make a preliminary evaluation of each audit submitted
pursuant to this section. If the Secretary determines, in the pre-
liminary evaluation of a state’s audit, that all or any part of
the block grant has not been used as required by this subtitle,
the Secretary shall publish notice of this finding in the Federal
Register. In addition, the Secretary may suspend, and place in
escrow, an amount from any future block grant which is equiv-
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alent to the amount misused, pending final determination pur-
suant to paragraph (3);
(2) provide the state with an opportunity for a hearing; and
(3) make a final determination.

(d) If the Secretary makes a final determination under subsection
(cX3) that all or any part of such funds were not used as required by
this subtitle, the Secretary shall—

(1) provide in writing to the state the reasons for the determi-
nation and the amount of funds misused; and

(2) take appropriate action to recover an amount equal to that
determined to have been misused under subsection (c), including
the withholding of such amount from a State’s future block
grant or the amount which may have been suspended under
subsection (cX1).

(&) If no appeal of the final determination is filed within sixty
days following notification to the State of the final determination,
any funds withheld or recovered by the Secretary under subsection
(@X2) shall be returned to the Fund.

(P If an appeal of the final determination is filed within the
sixty-day period specified in subsection (e), any funds withheld by
the Secretary shall be held in escrow until such time as a final de-
termination is made of the appeal.

SEC. 6037. RULES AND REGULATIONS.

The Secretary shall promulgate, pursuant to section 553 of title 5,
United States Code, after notice and opportunity for participation by
relevant Federal agencies, State agencies, local governments, region-
al organizations, and other interested parties, both public and pri-
vate, such rules and regulations as may be necessary to carry out the
provisions of this subtitle.

Subtitle E—Amendments to the Coastal Zone Management Act

SEC. 6041. SHORT TITLE.
This subtitle may be cited as the “Coastal Zone Management Re-
authorization Act of 1985”

SEC. 6042. REFERENCE.

Whenever in this subtitle an amendment or repeal is expressed in
terms of an amendment, or repeal, of a section, subsection, para-
graph, or other prouvision, the reference is to be considered to be
made to a section, subsection, paragraph, or other provision of the
Coastal Zone Management Act of 1972 (16 U.S.C. 1451 et seq.) unless
otherwise specified.

SEC. 6043. REDUCTION OF ADMINISTRATIVE GRANTS. o )

(@) Section 312(c) (16 U.S.C. 1458(c)) is amended by striking “if the
Secretary determines” and all that follows thereafter and inserting
in lieu thereof the following: “if the Secretary determines that the
coastal‘ sIt;zte—f iling t ke significant i ement in achieving

‘1) is failing to make significant improu
the(coastal maﬁagement obﬁ::ltives specified in section 303(2) (A)
through (@); or . L
“(9) is failing to make satisfactory progress in providing in its
management program for the matters referred to in section

3066) (A) and (B).”.
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tion (a) of section 306 of the Coastal Zone Mar‘t‘age-
mglrjl)taééstuobfszgﬁ (1(6’ U.];.C’. 1455) is amended lzy striking out Th,e,
Secretary may” and all that follows through “zf the Secretary—
and substituting in lieu thereof the following: The Siicre.ta'r‘);r may
make grants to any coastal state for the purpose of adminis erzniglr
that state’s management program, if the state matches any suc
grant according to the following ratios of Federal to state contribu-
tions for the applicable fiscal year: 4 to 1 for fiscal year 1 9186’; 23 to
1 for fiscal year 1987 1.5 to 1 for fiscal year 1988; 1 to hfor any
fiscal year after fiscal year 1988. The Secretary may make the grant
] retary—". ] ]
on(lg) lg'etchtio‘rszef?%'A’yis amentlied by striking section (d)1) and substi-
ing in lieu thereof the following:
tut‘f(’clig(;;l The Secretc{ry méy ma]ee grants to any coastql state for the
purpose of carrying out the project or purpose for which such grants
are awarded, if the state matches any su_ch grant according to the
following ratios of Federal to state contributions for the applicable
fiscal year: 4 to I for fiscal year 1986; 2.3 to 1 for fiscal year 1987
1.5 to’1 for fiscal year 1988; and 1 to 1 for each fiscal year after
iscal year 1988.”". .
A (c) szaction 306(g) (16 U.S.C. 1455) is amended by striking out the
period at the end of the first sentence and all that follows thereafter
and inserting in lieu thereof the following: and subject to the fol-
lowing conditions: )

“1) The state shall promptly notify the Secretary of any pro-
posed amendment, modification or other program change and
submit it for Secretarial approval. The Secretary may suspend
all or part of any grant made under this section pending state
submission of the proposed amendment, modification or other
program change.

“9) Within 30 days from the date on which the Secretary re-
ceives any proposed amendment, the Secretary shall notify the
state whether the Secretary approves or disapproves the amend-
ment, or whether the Secretary finds it is necessary to extend
the review of the proposed amendment for a period not to exceed
120 days from the date the Secretary received the proposed
amendment. The Secretary may extend this 120-day period only
as necessary to meet the requirements of the National Environ-
mental Policy Act (42 U.S.C. 4321 et seq.).

“(3) The state may not implement any proposed amendment
as part of its approved program pursuant to section 306, until
?fter”the proposed amendment has been approved by the Secre-
ary.”.

SEC. 6044. NATIONAL ESTUARINE RESERVE RESEARCH SYSTEM.
Section 815 (16 U.S.C. 1461) is amended to read as follows:

“NATIONAL ESTUARINE RESERVE RESEARCH SYSTEM

“Sec. 315. (a) ESTABLISHMENT OF THE SYSTEM.—There is estab-
lished the National Estuarine Reserve Research System (hereinafter
referred to in this section as the ‘System’) that consists of—

“(1) each estuarine sanctuary designated under this section as
in effect before the date of the enactment of the Coastal Zone
Management Reauthorization Act of 1985; and
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“(9) each estuarine area designated as a national estuarine re-
serve under subsection (b).

Each estuarine sanctuary referred to in paragraph (1) is hereby c.s-
ignated as a national estuarine reserve.

“(b) DESIGNATION OF NATIONAL ESTUARINE RESERVES.—After the
date of the enactment of the Coastal Zone Management Reauthor-
ization Act of 1985, the Secretary may designate an estuarine area
as a national estuarine reserve if—

“(1) the Governor of the coastal state in which the area is lo-
cated nominates the area for that designation; and

“C2) The Secretary finds that—

“lfA) the area is a representative estuarine ecosystem that
is suitable for long-term research and contributes to the bio-
geographical and typological balance of the System;

“(B) the law of the coastal State provides long-term pro-
tection for reserve resources to ensure a stable environmen-
tal for research;

“C0C) designation of the area as a reserve will serve to en-
hance public awareness and understanding of estuarine
areas, and provide suitable opportunities for public educa-
tion and interpretation; and

‘D) the coastal State in which the area is located has
complied with the requirements of any regulations issued
by the Secretary to implement this section.

“lc) ESTUARINE RESEARCH GUIDELINES.—The Secretary shall de-
velop guidelines for the conduct of research within the System tkat
shall include—

“(1) a mechanism for identifying, and establishing priorities
among, the coastal management issues that should be ad-
dressed through coordinated research within the System;

“9) the establishment of common research principles and ob-
Jectives to guide the development of research programs within
the System;

“8) the identification of uniform research methodologies
which will ensure comparability of data, the broadest applica-
tion of research results, and the maximum use of the System for
research purposes; .

“04) the establishment of performance standards upon which
the effectiveness of the research efforts and the value of reserves
within the System in addressing the coastal management issues
identified in subsection (1) may be measured; and

“(5) the consideration of additional sources of funds for estu-
arine research than the funds authorized under this Act, and
strategies for encouraging the use of such funds within the
System, with particular emphasis on mechanisms established
under subsection (d). ] )

In developing the guidelines under this section, the Secretary shall
consult with prominent members of the estuarine research communi-

ty.

4 “d) PROMOTION AND COORDINATION OF ESTUARINE RESEARCH.—
The Secretary shall take such action as is necessary to promote and
coordinate the use of the System for research purposes including—
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“1) requiring that the National Oceanic and Atmospherw
Administration, in conducting or supporting estuarine resefzrch,
give priority consideration to research that uses the System, and
“9) consulting with other Federal and State agencies to pro-

mote use of one or more reserves within the System by such

agencies when conducting estuarine research. ‘
“e) FINANCIAL ASSISTANCE. —(1) The Secretary may, in accordance
with such rules and regulations as the Secretary shall promulgate,
make grants—

“(A) to a coastal State—

‘ )“(i ) for purposes of acquiring such lands and waters, and
any property interests therein, as are necessary to ensure the
appropriate long-term management of an area as a national
estuarine reseruve, . .

‘i) for purposes of operating or managing a national es-
tuarine reserve and constructing appropriate reserve facili-
ties, or .

““(iii) for purposes of conducting educational or interpre-
tive activities; an )

“B) to any coastal State or public or private person for pur-
poses of supporting research and monitoring within a national
estuarine reserve that are consistent with the research guide-
lines developed under subsection (c).

“9) Financial assistance provided under paragraph (1) shall be
subject to such terms and conditions as the Secretary considers nec-
essary or appropriate to protect the interests of the United States, in-
cluding requiring coastal States to execute suitable title documents
setting forth the property interest or interests of the United States in
any lands and waters acquired in whole or part with such financial
assistance.

“(3)A) The amount of the financial assistance provided under
paragraph (1XA)i) of subsection (e) with respect to the acquisition of
lands and waters, or interests therein, for any one national estua-
rine reserve may not exceed an amount equal to 50 per centum of
the costs of the lands, waters, and interests therein or $4,000,000,
whichever amount is less.

“‘B) The amount of the financial assistance provided under para-
graph (1XA) (ii) and (ii) and paragraph (1XB) of subsection (e) may
not exceed 50 per centum of the costs incurred to achieve the pur-
poses described in those paragraphs with respect to a reserve.

(f) EVALUATION OF SYSTEM PERFORMANCE.—(1) The Secretary
shall periodically evaluate the operation and management of each
national estuarine reserve, including education and interpretive ac-
tivities, and the research being conducted within the reserve.

(2) If evaluation under paragraph (1) reveals that the operation
and management of the reserve is deficient, or that the research
being conduct_ed within the reserve is not consistent with the re-
search guldelzr;eg developed under subsection (c), the Secretary may
suspend the eligibility of that reserve for financial assistance under
su{)‘sectzon (e) until the deficiency or inconsistency is remedied.

(3) The Secretary may withdraw the designation of an estuarine
area as a national estuarine reserve if evaluation under paragraph
(1) reveals that—
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“(A) the basis for any one or more of the findings made under

su?‘seCthn (B)(2) regarding that area no longer exists; or

(B) a substantial portion of the research conducted within
the area, over a period of years, has not been consistent with the
research guidelines developed under subsection (c).

“(8) REPORT.—The Secretary shall include in the report required
under section 316 information regarding—

“(1) new designations of national estuarine reserves;

“02) any expansion of existing national estuarine reserves;

“3) the status of the research program being conducted
within the System; and

(ﬂ‘:{é} a summary of the evaluations made under subsection
SEC. 6045. REPEALS.

The following are repealed:

(1) Section 310 (16 U.S.C. 1456¢; relating to research and tech-
nical assistance programs and grants).

(2) Section 314 (16 U.S.C. 1460; establishing the Coastal Zone
Management Advisory Committee).

(3) Subsection (c) of section 15 of the Coastal Zone Manage-
ment Act Amendments of 1976, Public Law 94-370 (16 U.S.C.
1451 note; relating to certain additional personnel positions).

SEC. 6046. AUTHORIZATIONS OF APPROPRIATIONS.

Section 318 (16 U.S.C. 1464) is amended—

(1) by amending paragraph (1) to read as follows:

“(1) such sums, not to exceed $35,000,000 for the fiscal year
ending September 30, 1986, not to exceed 336,600,000 for the
fiscal year ending September 30, 1987, $37,900,000 for the fiscal
year ending September 30, 1988, $38,800,000 for the fiscal year
ending September 30, 1989, and $40,600,000 for the fiscal year
ending September 30, 1990, as may be necessary for grants

under sections 306 and 306A, to remain available until expend-
ed;”.
(2) by striking paragraph (2) and renumbering the succeeding
paragraphs; anc

(3) by amending paragraphs (3), (4), and (5) (as renumbered by
paragraph (2) of this section) to read as follows: ]

“2) such sums, not to exceed $1,000,000 for the fiscal year

ending September 30, 1986, and not to exceed $1,500,000 for
each of the fiscal years occurring during the period beginning
October 1, 1986, and ending September 30, 1990, as may be nec-
essar'j:'d{or grants under section 309, to remain available until
ex, s .
1‘,‘?4) such sums, not to exceed $2,500,000 for the fiscal year
ending September 30, 1986; not to exceed 33,800,000 for the
fiscal year ending September 30, 1987, $4,500,000 for the fiscal
year ending September 30, 1988, $5,000,000 for the fiscal year
ending September 30, 1989, and $5,500,000 for the fiscal year
ending September 30, 1990, as may be necessary dfor grants
under section 315, to remain available until expended; and

“5) such sums, not to exceed $3,300,000 for the fiscal year
ending September 30, 1986, not to exceed $3,300,000 for the
fiscal year ending September 30, 1987, $3,300,000 for the fiscal



56

ding September 30, 1988, $4,000,000 for the fiscal year
zi?i,;'n? Sz;gtenfger 20, 1989, and $4,000,000 for the fiscal year
ending September 30, 1990, as mqy'be necessary for c_tdm’fmstra-
tive expenses incident to the administration of this title.”.

SEC. 6047. TECHNICAL AMENDMENT. ] ) B
Section 308(h) (16 U.S.C. 1456a(h) is amended by delet‘z‘ng subsec-
tions (c)1)” each place it appears and inserting instead ‘‘subsections

).
Subpart F—National Oceanic and Atmospheric Administration

SEC. 6051. AUTHORIZATION OF APPROPRIATIONS.

For purposes of this section— . .

(@ (1)pTh£ termf“Administration” means the National Oceanic

and Atmospheric Administration.
(2) The term “Department”’ means the Department of Com-
merce. i

(b) There are authorized to be appropriated to the Department to
enable the Administration to carry out its executive direction and
administration functions and duties under law, 347,667,000 for
fiscal year 1986 and $49,812,000 for fiscal year 1987. Moneys appro-
priated pursuant to this authorization shall be used to fund those
functions and duties relating to executive direction and administra-
tion authorized by the Act entitled “An Act to clarify the status and
benefits of commissioned officers of the National Oceanic and At-
mospheric Administration, and_ for other purposes”, approved De-
cember 31, 1970 (33 U.S.C. 8571 et seq.), and any other law involv-
ing such functions and duties. Such functions and duties include
management, administrative support, retired pay of National Ocean-
ic and Atmospheric Administration commissioned officers, and
policy development.

(c) There are authorized to be appropriated to the Department to
enable the Administration to carry out its marine services functions
and duties under law, $61,791,000 for fiscal year 1986 and
$64,572,000 for fiscal year 1987. Moneys appropriated pursuant to
this authorization shall be used to fund those functions and duties
relating to marine services authorized by the Act entitled “An Act
to define the functions and duties of the Coast and Geodetic Survey,
and for other purposes”, approved August 6, 1947 (33 U.S.C. 883a et
seq.), and any other law involving such functions and duties. Such
funtctwns and duties include ship operations, maintenance, and sup-
port.

(d) There are authorized to be appropriated to the Department to
enable the Administration to carry out its aircraft services functions
and duties under law, 814,779,000 for fiscal year 1986 and
$15,440,000 for fiscal year 1987. Moneys appropriated pursuant to
this authorization shall be used to fund those functions and duties
relating to aircraft services authorized by the Act entitled “An Act
to increase the efficiency and reduce the expenses of the Signal
Corps of the Army, and to transfer the Weather Service to the De-
partment of Agriculture’, approved October 1, 1890 (15 U.S.C. 311 et
seq.), and any other law involving such functions and duties. Such
functlotns and duties include aircraft operations, maintenance, and
support.
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(¢) For the purpose of enabling the Administration to carry out its
functions and duties under the National Advisory Committee on
Oceans and Atmosphere Act of 1977 (33 US.C. 857-13 et seq.), there
are authorized to be appropriated to the Department $500,000 for
fiscal year 1986.

(fX1) There are authorized to be appropriated to the Department
to enable the Administration to carry out its nonliving marine re-
source functions and duties under law, $1,800,000 for fiscal year
1986 and $1,881,000 for fiscal year 1987. Moneys appropriated pur-
suant to this authorization shall be used to fund those functions
and duties relating to nonliving marine resources authorized by the
Act entitled “An Act to define the functions and duties of the Coast
and Geodetic Survey, and for other purposes”, approved August 6,
1947 (33 U.S.C. 883a et seq.), and any other law involving such func-
tions and duties. Such functions and duties include research, devel-
opment, and licensing responsibilities pertaining to ocean thermal
energy conversion and the deep seabed mining of manganese nod-
ules, and polymetallic sulfide analyses and research.

(2) The authorization provided for under paragraph (1) of this
subsection shall be in addition to moneys authorized under the Deep
Seabed Hard Mineral Resources Act (30 U.S.C. 1401 et seq.), and the
Ocean Thermal Energy Conversion Act of 1980 (42 US.C. 9101 et
seq.), for the purpose of carrying out such functions and duties relat-
ing to nonliving marine resources.

(8X1) There are authorized to be appropriated to the Department
to enable the Administration to carry out its ocean research func-
tions and duties under law, $33,884,000 for fiscal year 1986 and
$35,409,000 for fiscal year 1987. Moneys appropriated pursuant to
this authorization shall be used to fund those functions and duties
relating to ocean research authorized by the Act entitled “An Act to
define the functions and duties of the Coast and Geodetic Survey,
and for other purposes”, approved August 6, 1947 (33 U.S.C. 883a et
seq.), and any other law involving such functions and duties. Such
functions and duties include undersea marine resources, air-sea
interaction, and ocean and Great Lakes environmental research.

(2) The authorization provided for under paragraph (1) of this
subsection shall be in addition to ocean research moneys authorized
under the National Ocean Pollution Planning Act of 1978 (33 U.S.C.
1701 et seq.) for the purpose of carrying out such functions and
duties relating to ocean research.

(hX1) There are authorized to be appropriated to the Department
to enable the Administration to carry out its ocean service functions
and duties under law, $17,181,000 for fiscal _year 1986 and
812,954,000 for fiscal year 1987. Moneys appropriated pursuant to
this authorization shall be used to fund those functions and duties
relating to ocean services authorized by the Act entitled “An Act to
define the functions and duties of the Coast and Geodetic Survey,
and for other purposes”, approved August 6, 1947 (33 U.S.C. 883a et
seq.), and any other law involving such functions and duties. Such
functions and duties include coordination of interagency research in
ocean dumping and marine pollution, and provision of tide and cur-
rent data for the safe and efficient use of the oceans and Great
Lakes by government, commerce, and the private sector.
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uthorization provided for under paragraph (1) of this
suggs)ecg;'}tl)i ashall be in aI:idition to moneys authorized under the
Marine Protection, Research, and Sanctuaries Act of 1972 (33 U.S.C.
1441 et seq.), the Coastal Zone Management Act of 1972 ‘(16’ US.C.
1451 et seq.), and_the National Ocean Pollution Planning Act of
1978 (33 U.S.C. 1701 et seq.), for the purpose of carrying out such

;ons and duties relating to ocean seruvices.

fuzstlfqhere are authorized to be appropriated to the Department to
enable the Administration to carry out its mapping, charting, and
geodesy functions and duties under law, $47,948,000 for fiscal year
7986 and $50,100,000 for fiscal year 1 987. Moneys appropriated pur-
suant to this authorization shall be used to fund those functions
and duties relating to mapping, charting, and geodesy authorized by
the Act entitled “An Act to define the functions and d,z’ttles of the
Coast and Geodetic Survey, and for other purposes’, approved
August 6, 1947 (33 U.S.C. 883a et seq.), and any other law involving
such functions and duties. Such functions and duties include aero-
nautical and nautical mapping and charting activities, and geodet-
ic data collection and analysis. .

(i) There are authorized to be appropriated to the Department to
enable the Administration to carry out its programs at current
levels such sums as may be necessary to accommodate salary, pay,
and other employee benefits authorized by law for fiscal years 1986
and 1987.

Subtitle G—Marine Protection, Research, and Sanctuaries Act
Amendments

SEC. 6061. CONSOLIDATION OF REPORT.

Section 201 of the Marine Protection, Research, and Sanctuaries
Act of 1972 (33 U.S.C. 1441) is amended by striking out all that fol-
lows “connecting waters” and inserting in lieu thereof a period.

SEC. 6062. MARINE RESEARCH REQUIREMENTS.

Section 202 of the Marine Protection, Research, and Sanctuaries
Act of 1972 (33 U.S.C. 1442) is amended—

(1) by inserting “(1)” before ‘“The Secretary” in subsection (a);

(2) by striking out “in consultation” in the first sentence of
subsection (a) and inserting in lieu thereof ‘“‘in close consulta-
tion””:

(3) by adding at the end of subsection (a) the following new
paragraph:

“C2) The Secretary of Commerce shall ensure that the program
under this section complements, when appropriate, the activities un-
dertaken by other Federal agencies pursuant to title I and section
203. That program shall include but not be limited to—

“(A) the development and assessment of scientific techniques
to detzﬁne and quantify the degradation of the marine environ-
ment;

“(B) the assessment of the capacity of the marine environment
to receive materials without degradation;

“(C) continuing monitoring programs to assess the health of
the marine environment, including but not limited to the moni-
toring of bottom oxygen concentrations, contaminant levels in
biota, sediments, and the water column, diseases in fish and
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shellfish, and changes in types and abundance of indicator spe-
cies;

“(D) the development of methodologies, techniques, and equip-
ment for disposal of waste materials to minimize degradation
of the marine environment.”; and

(4) by striking out subsection (c¢) and redesignating subsections
(d) and (e) as subsections (c) ard (d), respectively.

SEC. 6063. REGIONAL MANAGEMENT PLANS.

Section 203 of the Marine Protection, Research, and Sanctuaries
Act of 1972 (38 U.S.C. 1443) is amended by adding at the end there-
of the following new subsections:

“lc) The Administrator, in cooperation with the Secretary, the Sec-
retary of Commerce, and other officials of appropriate Federal,
State, and local agencies, shall assess the feasibility in coastal areas
of regional management plans for the disposal of waste materials.
Such plans should integrate where appropriate Federal, State, re-
gional, and local waste disposal activities into a comprehensive re-
g’ilonal disposal strategy. These plans should address, among other
things—

““1) the sources, quantities, and types of materials that re-
quire and will require disposal;

“2) the environmental, economic, social, and human health
factors (and the methods used to assess these factors) associated
with disposal alternatives;

“(3) the improvements in production processes, methods of dis-
posal, and recycling to reduce the adverse effects associated
with such disposal alternatives;

“(4) the applicable laws and regulations governing waste dis-
posal; and

“(5) improvements in permitting processes to reduce adminis-
trative burdens.

“td) The Administrator, in cooperation with the Secretary of Com-
merce, shall submit to the Congress and the President, not later
than one year after the date of enactment of this provision, a report
on sewage sludge disposal in the New York City metropolitan
region. The report shall—

“(1) consider the factors listed in subsection (c) as they relate
to landfilling, incineration, ocean dumping, or any other feasi-
ble disposal or reuse/recycling option;

“9) include an assessment of the cost of these alternatives;
and

“(3) recommend such regulatory or legislative changes as may
be necessary to reduce the adverse impacts associated with
sewage sludge disposal.”.

SEC. 6064. AUTHORIZATION OF APPROPRIATIONS.

Section 204 of the Marine Protection, Research, and Sanctuaries
Act of 1972 (33 U.S.C. 1444) is redesignated as section 205; and such
section as so redesignated is amended by striking out “and’” imme-
diately following “fiscal year 1981” and by striking out “1982.” and
inserting in lieu thereof the following: “1982, not to exceed
210,635,000 for fiscal year 1986, and not to exceed $11,114,000 for
fiscal year 1987.""
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SEC. 6065. CONSOLIDATION OF REPORTS. . .

Section 205 of the Marine Protection, Research, and Sanctuaries
Act of 1972 (33 U.S.C. 1445) is transferred to a point immediately
following section 208 of such Act and redesignated as section 204;
and such section as so transferred and redesignated is amended to

read as follows:
“ANNUAL REPORT

“Sec. 204. (a) In March of each year, the Secretary'of .Comme‘rce
shall report to the Congress on his activities under this title during
the previous fiscal year. The report shall include— .

“1) the Secretary’s findings made under section 201, includ-
ing an evaluation of the short-term ecological effects and the
social and economic factors involved with the dumping; .

“9) the results of activities undertaken pursuant to section
202;

“43) with the concurrence of the Administrator and after con-
sulting with officials of other appropriate Federal agencies, an
identification of the short- and long-term research requirements
associated with activities under title I, and a description of how
Federal research under titles I and II will meet those require-
ments; and

“4) activities of the Department of Commerce under section §
of the Act of March 10, 1934 (48 Stat. 401; 16 U.S.C. 665).

“b) In March of each year, the Administrator shall report to the
Congress on his activities during the previous fiscal year under sec-
tion 203.".

Subtitle H—National Ocean Pollution Planning Act Amendments

SEC. 6071. FINDINGS AND PURPOSES.

(a) Section 2(a) of the National Ocean Pollution Planning Act of
1978 (33 U.S.C. 1701) is amended by adding at the end thereof the
following new paragraphs:

“(6) Numerous Federal agencies have initiated and supported
research projects to study, enhance, manage, preserve, protect, or
restore the resources of the Great Lakes, the Chesapeake Bay,
Pu‘get Sound, and other estuaries of national significance.

7) Various research projects relating to the Great Lakes, the
Chesapeake Bay, Puget Sound, and other estuaries of national
significance, including those conducted at the college and uni-
versity level and those conducted at the State and local govern-
mental level, can be more effectively coordinated in order to

() Scetion Sy o e Rt

ection of the National Ocean Pollution Planning Act o

1978 (33 US.C. 1701) is amended by striking out “and” atgthe en£
of paragraph (2), by redesignating paragraph (3) as paragraph (4),
and by”msertlng after paragraph (2) the following new paragraph:

(3) to provide for the effective coordination of research con-
ducted to support the preservation and protection of the enuvi-
ronmental quality of the Great Lakes, the Chesapeake Bay,
Puget Sound, and other estuaries of national significance, and
to encourage the use of such research in determinations that
affect the environmental quality of the Great Lakes, the Chesa-
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peake Bay, Puget Sound, and other estuaries of national signifi-
cance; and”.

SEC. 6072. NATIONAL OCEAN POLLUTION PROGRAM OFFICE AND NATIONAL
OCEAN POLLUTION POLICY BOARD.

The National Ocean Pollution Planning Act of 1978 (33 U.S.C.
1701 et seq.) is further amended as follows:

(1) Section 8 is amended—

(A) by redesignating paragraphs (3) through (6) as para-
graphs (4) through (7), respectively;

(B) by inserting after paragraph (2) the following new

W paragraph:
(3) The term ‘Board’ means the National Ocean Pollution
Policy Board established under section 3AM).””: and
(C)h by adding at the end thereof the following new para-

graph:

“48) The term ‘Office’ means the National Ocean Pollution

Program Office established under section 3A(a).”
(?) The following new section is inserted immediately after

section 3:
“SEC. 3A. NATIONAL OCEAN POLLUTION PROGRAM OFFICE AND NATIONAL
OCEAN POLLUTION POLICY BOARD.

“ta) Procram OFFICE.—(1) The Administrator shall establish
within the Administration the National Ocean Pollution Program

Office.

“2) The Office shall—

“(A) serve as the lead entity responsible for administering the
program established under section 4;

“‘B) be headed by a director- who shall represent the Board
and shall be the spokesman for the program;

“(C) serve as the staff for the Board and its supporting com-
mittees and working groups; and

“(D) review each department and agency budget request trans-
mitted under section 4(d) and submit an analysis of the requests
to the Board for its review.

The analysis described in subparagraph (D) shall include an analy-
sis of how each departmental or agency budget request relates to the
priorities and goals of the Plan established under section 4.

“b) PoLicy Boarp.—(1) The Administrator, with the cooperation
of the Federal departments and agencies referred to in section 7,
shall establish a National Ocean Pollution Policy Board consisting
of representatives of those departments and agencies.

“42) The Board shall— _

“CA) be responsible for coordinated planning and progress
review for the program established under section 4;

“B) review all department and agency budget requests trans-
mitted to it under section 4(d) and submit a report to the Office
of Management and Budget and to the Congress concerning
those budget requests;

“() establish and maintain such interagency groups as the
Board determines to be necessary to carry out its activities; and

“D) consult with and seek the advice of users and producers
of ocean pollution data, information, and services to guide the
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Board’s efforts, keeping the Director and the Congress advised
nsultations. .
“(eg)fSTl;tc:l gc))ard biennially shall select a Chair from among its
members. A Board member who is a representative of an agency
may not serve as Chair of the Board for a term if an individual
who represented that same department or agency on the Board
served as the Board’s Chair for the previous term.".

SEC. 6073. FEDERAL PLANNING TO INCLUDE GREATLAKES.'
Section 4 of the National Ocean Pollution Planning Act of 1978
(83 US.C. 1703) is amended— . )
(1) by inserting after ‘general research on marine ecosystems
in subsection (BX2NA) the following: *, including the Great
Lakes, the Chesapeake Bay, Puget Sound, and other estuaries of
national significance,’; and
(2) in subsection (b)(4)— . o
(A) by striking out “BupGer REVIEW.— and inserting in
lieu thereof “PLAN REVIEW.—’; and ‘
(B) by striking out “to coordinate the budget review proc-
ess’: and
(3) by adding at the end thereof the following new subsection:
“td) BupGgerinc.—Each Federal agency and department included
under the Plan shall prepare and submit to the Office of Manage-
ment and Budget, the Office, and the Board on or before the date of
submission of departmental requests for appropriations to the Office
of Management and Budget, an annual request for appropriations
to carry out the activities of that agency or department under the
Plan during the subsequent fiscal year. The Office of Management
and Budget shall review the request for appropriations as an inte-
grated, coherent, and multiagency request, taking into account the
review by the Board of those requests under section SA(b).”.

SEC. 6074. DISSEMINATION OF INFORMATION ON GREAT LAKES.

Section 8 of the National Ocean Pollution Planning Act of 1978
(33 US.C. 1707) is amended by adding ‘(a)” after “Sec. 8.” and by
adding at the end thereof the following new subsection:

“(b) The Administrator shall ensure that the findings and infor-
mation regarding ocean pollution research activities associated with
the Great Lakes identified pursuant to section 4(b) be disseminated
in a timely manner and in useful forms to relevant departments of
the Federal Government, State governments, and other persons with
an interest in such information.”

SEC. 6075. AUTHORIZATION OF APPROPRIATION,

Section 10 of the National Ocean Pollution Planning Act of 1978
as ame’czded (33 US.C. 1709), is amended by striking out “andf’ after
“%%, a(rizd biytStrLkm% §1§t57“11%82. ” and inserting in lieu thereof

, and not to excee 971,000 for fiscal 1986, and not t
exceed $3,732,000 for fiscal year ]987.f”. 4 e ananot o

Subtitle I—Weather Modification

SEC. 6081. AUTHORIZATION OF APPROPRIATIONS.

Section 6 of the Act entitled “An Act to provide for the reporting
of weather modification activities to the Federal Government”, qp-
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Ie);oved December 18, 1971 (85 Stat. 736; 15 U.S.C. 330e), is amend-

(1) by striking “and’: and

(2) by inserting immediately after “1981,” the following:
“$100,000 for the fiscal year ending September 30, 1986,
$100,000 for the fiscal year ending September 30, 1987, $100,000
for the fiscal year ending September 30, 1988,”.

SEC. 6082. OCEAN SATELLITE DATA.

The Administrator of the National Oceanic and Atmospheric Ad-
ministration (hereinafter referred to in this subtitle as the “Admin-
istration’) shall take such actions, including the sponsorship of ap-
Dplied research, as may be necessary to assure the future availability
and usefulness of ocean satellite data to the mcritime commaunity.
SEC. 6083. AWARDING OF CONTRACTS.

The Administration may not award any contract for the perform-
ance of any ‘“commercial activity’, as defined by paragraph 6.a. of
Office of Management and Budget Circular Memorandum A-76,
which is performed by Administration employees until at least 30
calendar days after the Administrator of the Administration has
presented, in writing, to the President of the Senate, the Speaker of
the House of Representatives, the Committee on Commerce, Science,
and Transportation of the Senate, and the Committee on Merchant
Marine and Fisheries and the Committee on Science and Technolo-
2y of the House of Representatives, a full and complete description
of such proposed contract, together with supporting documentation.
Such documentation shall include—

(1) a comparison of the cost of such activity as performed by
employees of the Administration and the cost of such activity as
performed under the proposed contract;

(2) a comparison of the services performed by employees of the
Administration and the services to be performed under the pro-
posed contract; and

(3) an assessment of the benefits to the Federal Government of
proceeding with the proposed contract.

SEC. 6084. NATIONAL CLIMATE PROGRAM.
(a) Section 4 of the National Climate Program Act (15 US.C.
2903) is amended—
(1) by redesignating paragraphs (1) through (3) as paragraphs
(2) through (}), respectively; and .
(%) by inserting befor% paragraph (2), as so redesignated, the
llowing new para, :
o “v rﬁze terprr‘tz g)‘;zed’ means the Climate Program Policy
Board.”’.
() Section 5(c) of the National Climate Program Act (15 U.S.C.
2904(c) is amended—
i ){1) by inserting “(1)” immediately before “The Secretary”;
(2) by designating the third sentence as paragraph (4); and
(9 by striking the second sentence and inserting in lieu there-
of the following new paragraphs:
“(9) The Office shall— _ .
“(A) serve as the lead entity responsible for administering the

pmgram;
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“(B) be headed by a Director who shall represent the Climate
Program Policy Board and shall be spokesperson for the pro-

am; .

“C) serve as the staff for the Board and its supporting com-
mittees and working groups; )

“D) review each agency budget request transmitted under
subsection (gX1) and submit an analysis of the requests to the
Board for its review;

““E) be responsible for coordinating interagency participation
in international climate-related activities; and

“F) work with the National Academy of Sciences and other
private, academic, State, and local groups in preparing and im-
plementing the 5-year plan (described in subsection (d)(9) and
the program.

The analysis described in subparagraph (D) shall include an analy-
sis of how each agency’s budget request relates to the priorities and
goals of the program established pursuant to this Act.

“(3) The Secretary may provide, through the Office, financial as-
sistance, in the form of contracts or grants or cooperative agree-
ments, for climate-related activities which are needed to meet the
goals and priorities of the program set forth in the 5-year plan pur-
suant to subsection (d)X9), if such goals and priorities are not being
adeqtu(lzftelx’addressed by any Federal department, agency, or instru-
mentality.”.

(c) Section 5(d) of the National Climate Program Act (15 US.C.
2904(d)) is amended—

(1) by striking the semicolon at the end of paragraph (7) and
inserting in lieu thereof the following: ‘. Such mechanisms may
provide, among others, for the following State and regional
services and functions: (A) studies relating to and analyses of
climatic effects on agricultural production, water resources,
energy needs, and other critical sectors of the economy; (B) at-
mospheric data collection and monitoring on a statewide and
regional basis; (C) advice to regional, State, and local govern-
ment agencies regarding climate-related issues; (D) information
to users within the State regarding climate and climatic effects;
and (E) information to the Secretary regarding the needs of per,-
sons within the States for climate-related services, information,
and data. The Secretary may make annual grant:s to any State
or group of States, which grants shall be made available to
public or private edl{catfonal institutions, to State agencies, and
;o other persons or institutions qualified to conduct climate-re-
ated studies or p{:ozgzde climate-related services;”"
i (2) by strzlf‘mg biennially” in paragraph (9) and inserting in
leu thereoﬁ at least once every four years”: and
_ (3) by striking “under section 6” in paragraph (9) and insert-

(d)"ng;z l;l‘ lzeu5 (ti)ter;of}t “dfscribed in paragraph (7)”.

cltion d(e) of the Natio 3
2904(e)) is amended to read as flil)tlllloggmate Program Act (15 US.C.
tabgghcqul TE PROGRAM PoLicy Boarp. —(1) The Secretary shall es-
5 and maintain an interagency Climate Program Policy
oard, consisting of representatives of the Federal agencies Specified



65

in subsection (b)(2) and any other agency which the Secretary deter-
mines should participate in the Program.

“(2) The Board shall—

“(A) be responsible for coordinated planning and progress
review for the Program;

“(B) review all agency and department budget requests relat-
ed to climate transmitted under subsection (gl1) and submit a
report to the Office of Management and Budget concerning such
budget requests;

“CC) establish and maintain such interagency groups as the
Board determines to be necessary to carry out its activities; and

“4D) consult with and seek the advice of users and producers
of climate data, information, and services to guide the Board's
efforts, keeping the Director and the Congress advised of such
contacts.

‘3) The Board biennially shall select a Chair from among its
members. A Board member who is a representative of an agency
may not serve as Chair of the Board for a term if an individual
who represented that same agency on the Board served as the
Board’s Chair for the previous term.”’.

(e) Section 5(f(2) of the National Climate Program Act (15 U.S.C.
2904(fX2) is amended by inserting “with the Office” immediately
after “‘cooperate’.

(f) The first sentence of section 5(g)(1) of the National Climate Pro-
gram Act (15 U.S.C. 2904(g)1)) is amended by inserting immediately
before the period the following: ‘“‘and shall transmit a copy of such
request to the National Climate Program Office”.

(@ Section 6 of the National Climate Program Act (15 US.C.
2905) is repealed.

(h) There are authorized to be appropriated to the Administration,
for purposes of carrying out the provisions of the amendments made
by this section, $1,897,000 for fiscal year 1986 and $1,982,000 for
fiscal year 1987. Of such funds, at least 25 percent shall be made
available for intergovernmental climate-related activities described
in section 5(d)X?) of the National Climate Program Act (15 U.S.C.
2904(dX?), and at least 20 percent shall be made available during
each fiscal year for experimental climate forecast centers described
in section 5(dX8) of the National Climate Program Act (15 U.S.C.

2904(@)8).
SEC. 6085. COOPERATIVE AGREEMENTS FOR MAPPING AND CHARTING SUR-
VEYS.

Section 5 of the Act entitled “An Act to define the functions of
the Coast and Geodetic Survey, and_for other purposes’, approved
August 6, 1947 (61 Stat. 788, 33 U.S.C. 88{;’e) is amended—

(1) by inserting “(1)” ofter “Sgc. 5.”;

(9) by inserting “any Federal agency, ” after “or subdivision
thereof : and _
(3) by adding at the end thereof the following: .

“9) The Secretary of Commerce is authorized to establish the
terms of any cooperative agreement entered into under this section,
including the amount of funds to be received, and may contribute
that portion of the costs incurred by the National Oceanic and At-
mospheric Administration, including shiptime and personnel ex-
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penses, which the Secretary determines represents the amount of
benefits derived by the Administration from the cooperative agree-

ment.”.
Subtitle J—Maritime Authorizations

SEC. 6091. MARITIME PROGRAMS. ) ‘
(@) Funds are authorized to be appropriated without fiscal year
limitation as the appropriation Act may provide for the use of the
Department of Transportation for fiscal year 1986 as follows: ‘
(1) for payment of obligations incurred for operating-differen-
tial subsidy, not to exceed $335,084,000; o
(2) for expenses necessary for research and development activi-
ties, not to exceed $9,900,000; and . o o
(3) for expenses necessary for operations and training activi-
ties, not to exceed $71,967,000, including not to exceed—

(A) $34,847,000 for maritime education and training ex-
penses, including not to exceed $19,633,000 for maritime
training at the Merchant Marine Academy at Kings Point,
New York, $10,915,000 for financial assistance to State
maritime academies, $3,000,000 for fuel oil assistance to
State maritime academy training vessels, and $1,299,000 for
expenses necessary for additional training;

(B) $9,277,000 for national security support capabilities,
including not to exceed $7,932,000 for reserve fleet expenses,
and $1,345,000 for emergency planning/operations; and

(©) $27,843,000 for other operations and training ex-
penses.

(b) Funds are authorized to be appropriated for the use of the Fed-

eral Maritime Commission, in the amount of $11,940,000 for fiscal
year 1986,

TITLE VII—ENERGY AND RELATED PROGRAMS

Subtitle A—Pipeline Programs

SEC. 7001. NATURAL GAS PIPELINE SAFETY AUTHORIZATIONS,
Section 17(a) of the Natural Gas Pipeline Safety Act of 1968 (49
US.C. App. 1 684(a)) is amended— fety 4 “
(1) by striking out “and” at the end of paragraph (2):
(@) by striking out the period at the end of paragraph (3) and
m;;)rtgng in lieu thereof “ and” and
y adding at the end thereof the following new paragraph:
) 83,450,000 for the fiscal Year ending September 30, }g;é’g "
SE(C. 7002. AUTHORIZATIONS FOR FEDERAL GRANTS-IN-A]D.

a) COMBINED PROGRAM. —Section 17 of the Natural Gas Pipeline
Safety Act of 1968 (49 US.C. App. 1684) is amended by addgzg at
thi end thereof the following new subsections:

(c) For the purpose of carrying out the Federal grants-in-aid pro-
visions of section 5(d) of this Act and section 205(d) of the Hazard-
ous Liquid Pipeline Safety Act of 1979 (49 U.S.C. App. 2004(d) there

are authorized to be appropriated $5,000,000 for the f;
ending September 30, 19861’,) P f fiscal year
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“@d) Not less than 5 percent of any amounts appropriated for car-
rying out the Federal grants-in-aid provisions for any fiscal year be-
ginning after September 30, 1985, shall be available only for carry-
ing out the Federal grants-in-aid provisions of section 205(d) of the
Hazardous Liquid Pipeline Safety Act of 1979 (49 U.S.C. App.
2004@)).”.

(b) CONFORMING AMENDMENTS.—

(1) Section 5(dX2) of such Act (49 U.S.C. App. 1674(d)2) is
amended—

(A) by striking out “authorized to be appropriated by sec-
tion 17(b) of this Act” and inserting in lieu thereof “appro-
priated for carrying out the Federal grants-in-aid provi-
sions of this subsection’: and

(B) by striking out ‘(1) of this section” and inserting in
lieu thereof ‘(1) of this subsection”.

(2) Section 205(d)2) of the Hazardous Liquid Pipeline Safety
Act of 1979 (49 U.S.C. App. 2004(d)(2) is amended by striking
out “authorized to be appropriated by section 214 of this title”
and inserting in lieu thereof “appropriated for carrying out the
Federal grants-in-aid provisions of this subsection”.

(3) Section 21}(a) of the Hazardous Liquid Pipeline Safety Act
of 1979 (49 US.C. App. 2013(a)) is amended by inserting after
“subsection (b)” the following: “or section 17(c) of the Natural
Gas Pipeline Safety Act of 1968 (49 U.S.C. App. 1684(c)”.

(4) Section 17(a) of the Natural Gas Pipeline Safety Act of
1968 (49 U.S.C. App. 1684(a)) is amended by inserting after
“subsection (b)” the following: “or (c)”.

SEC. 7003. REPORTS.
(a) GRANTS MERGER REPORT.—

(1) MERGER RECOMMENDATIONS.—The Secretary of Transpor-
tation shall prepare a report which shall contain details of the
Secretary’s recommendations with respect to the potential
merger and joint administration of the Federal grants-in-aid
provisions of section 5(d) of the Natural Gas Pipeline Safety Act
of 1968 (49 U.S.C. App. 1674(d) and section 205(d) of the Haz-
ardous Liguid Pipeline Safety Act of 1979 (49 U.S.C. App.
2004(d)). ) )

(2) ConsuLTATION.—In preparing the report required by para-
graph (1), the Secretary shall consult with appropriate State au-
thorities. The Secretary shall include in such report a summary
of the views and recommendations of such State authorities.

(b) GRANTS ALLOCATION REPORT.—

(1) CoNTENTS.—The Secretary of Transportation shall prepare
a report which shall contain an explanation of the method by
which the Secretary allocates funds to the States under section
5(d) of the Natural Gas Pipeline Safety Act of 1968 (49 US.C
App. 1674(d) and section 205(d) of the Hazardous Liquid Pipe-
line Safety Act of 1979 (49 U.S.C. App. 2004(@d)).

(2) PuBLicaTION.—The Secretary shall publish in the Federal
Register, as a matter of public information, the explanation
contained in the report required by paragraph (1). _

(¢c) REPORT DEADLINE.—The reports required by subsections (a)1)
and (b)1) shall be submitted to Congress no later than July 1, 1986.
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ATIONS.
ZARDOUS LIQUID PIPELINE SA'FE' ?'Y AI{THQRIZ
SEg;aZ:ggﬁH214(a) of the Hazardous Liquid Pipeline Safety Act of
1979 (49 U.S.C. App. 2013(a)) is amended— b @
(1) by striking out “ond” at the end of paragrap e (@ and
(2) by striking out the period at tZe end of paragrap an
] = 5 in lieu thereof * and’; an _ -
m?g té;é:ziirzii;‘;uat the end thereof the followlng new paoralg;gg}’z’.
“(4) $875,000 for the fiscal year ending September 30, 7

SEC, 7005. PIPELINE SAFETY USER FEES.
TABLISHMENT.— } .

@ E(SJ) ScuepuLe.—The Secretary of ﬂanspo’r,tatzor;l(hert‘etzl;t_ez in

this section referred to as the “Secretary”) sha e.siat' s h'a
schedule of fees based on the usage, in reasonqble re abl.on‘S; up
to volume-miles, miles, revenues, or an (.zpp.ropr'late' comI ina zol;z
thereof, of natural gas and hazardous liquid pipelines. In es}tia -
lishing such schedule,dthe Secreia;*y shall take into consider-
ion the allocation of departmental resources.
atl(%) COLLECTION.——T;‘Le Slzecretary shall establish procedurjes for
the collection of such fees. The Secretary may use the services of
any Federal, State, or local agency or instrumentality to collect
such fees, and may reimburse such agency or instrumentality a
reasonable amount for such services. ) .
(8) LiaBiLity.—Fees established under this section shall be
assessed to the persons operating— o
(A) all pipeline facilities subject to the Hazardous Liquid
Pipeline Safety Act of 1979 (49 US.C. App. 2001 et seq.);
and ,
(B) all pipeline transmission facilities and all liquefied
natural gas facilities subject to the jurisdiction of the Nat-
ural Gas Pipeline Safety Act of 1968 (49 U.S.C. App. 1671 et
seq.).

(b) TiME oF ASSESSMENT.—The Secretary shall assess and collect
fees described in subsection (a) with respect to each fiscal year before
the end of such fiscal year.

(¢c) Use oF Funps.—Funds received under subsection (a) shall be
usid, to the extent provided for in advance in appropriation Acts,
only—

(1) in the case of natural gas pipeline safety fees, for activities
authorized under the Natural Gas Pipeline Safety Act of 1968
(49 US.C. App. 1671 et seq.); and

(2) in the case of hazardous liquid pipeline safety fees, for ac-
tivities authorized under the Hazardous Liquid Pipeline Safety
Act of 1979 (49 U.S.C. App. 2001 et seq.).

(d) FEE SCHEDULE.—Fees established by the Secretary under sub-
section (a) shall be assessed against all natural gas and hazardous
liquids transported by pipelines subject to the Natural Gas Pipeline
Safety Act of 1968 and the Hazardous Liquid Pipeline Safety Act of
1979 after Se_p?ember 30, 1985, and shall be sufficient to meet the
costs of activities described in subsection (c), beginning on October 1,
1985, but at no time shall the aggregate of fees received for any
fiscal year under this section exceed 105 percent of the aggregate of

appropriations made for such fiscal year for activities to be funded
by such fees.



69

Subtitle B—Strategic Petroleum Reserve

SEC. 7101. AUTHORIZATIONS OF APPROPRIATIONS FOR FISCAL YEARS 1986,
1987, AND 1988.

Funds are hereby authorized to be appropriated in accordance
with section 660 of the Department of Energy Organization Act for
operating expenses for the Strategic Petroleum Reserve—

(1) to carry out part B of title I of the Energy Policy and Con-
servation Act (including any drawdown and distribution of the
Reserve), except acquisition, transportation, and injection of pe-
Z’oleum products, as defined for purposes of such part B, for the

eserve—

(A) for fiscal year 1986, $135,912,000;
(B) for fiscal year 1987, $358,996,000; and
(C) for fiscal year 1988, $156,692,000: and

(2) to carry out part B of title I of the Energy Policy and Con-
servation Act for the acquisition, transportation, and injection
of petroleum products, as defined for purposes of such part B,
for the Reserve and for any drawdown and distribution of the
Reserve—

(A) for fiscal year 1986, $357,548,000:
(B) for fiscal year 1987, $333,695,000: and
() for fiscal year 1988, $357,000,000.
SEC. 7102, FILL-RATE OF THE RESERVE; LIMITATION ON UNITED STATES’
SHARE OF THE NAVAL PETROLEUM RESERVE,

(o) FiLL-RATE oF THE RESERVE.—Section 160(c) of the Energy
Policy and Conservation Act (42 US.C. 6240(c) is amended by
adding the following new paragraph at the end:

“(8) Notwithstanding paragraph (2), beginning in fiscal year 1986
and continuing through fiscal years 1987 and 1988 until the quanti-
ty of crude oil in storage within the Reserve is at least 527,000,000
barrels, the President shall carry out petroleum acquisition, trans-
portation, and injection activities at a level sufficient to assure a
minimum average annual fill-rate of at least 35,000 barrels per day
in addition to any petroleum products acquired for the Reserve to
replace petroleum products withdrawn from the Reserve as a result
of a test drawdown and distribution.”.

(b) LiMITATION ON UNITED STATES’ SHARE OF THE NAVAL PETRO-
LEUM RESERVE.—Section 160(d)1) of such Act (42 U.S.C. 6240d)X1)
is amended—

(1) by striking out “500,000,000 barrels’ in subparagraph (A)
and inserting in lieu thereof “527,000,000 barrels’; and

(2) by striking out subparagraph (C) and inserting in lieu
thereof the following:

“4C) acquisition, transportation, and injection activities for
the Reserve are being undertaken, beginning in fiscal year 1986
and continuing through fiscal years 1987 and 1988 until the
quantity of crude oil in storage within the Reserve is at least
527,000,000 barrels, at a level sufficient to assure that petrole-
um products in storage in the Reserve will be increased at a
minimum annual average rate of at least 35,000 barrels per day
in addition to any petroleum products acquired for the Reserve
to replace petroleum products withdrawn from the Reserve as a
result of a test drawdown and distribution.”.
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Subtitle C—Federal Energy Conservation Shared Savings

SEC, 7201. SHARED ENERGY SAVINGS. ) ‘
(a) INn GENERAL.—The National Energy Conseryatzon Policy Act
(42 U.S.C. 8201 and following) is amended by adding at the end the

following new title:
“TITLE VIII-SHARED ENERGY SAVINGS

“SEC. 801. AUTHORITY TO ENTER INTO CONTRACTS.

“The head of a Federal agency may enter into contracts under
this title solely for the purpose of achieving energy savings and b'en-
efits ancillary to that purpose. Each such contract may, notwith-
standing any other provision of law, be for a period not to exceed 25
years. Such contract shall provide that the contractor shall incur
costs of implementing energy savings measures, including at least
the costs (if any) incurred in making energy audits, acquiring and
installing equipment, and training personnel, in exchange for a
share of any energy savings directly resulting from implementation
of such measures during the term of the contract.

“SEC. 802, PAYMENT OF COSTS.

“Any amount paid by a Federal agency pursuant to any contract
entered into under this title may be paid only from funds appropri-
ated or otherwise made available to the agency for fiscal year 1986
or any fiscal year thereafter for the payment of energy expenses (and
related operation and maintenance expenses).

“SEC. 803. REPORTS.

“Each Federal agency shall periodically furnish the Secretary of
Energy with full and complete information on its activities under
this title, and the Secretary shall include in the report submitted to
Congress under section 550 a description of the progress made by
each Federal agency in—

(1) including the authority provided by this title in its con-
tracting practices; and
“%) achieving energy savings under contracts entered into
under this title.
“SEC. 804. DEFINITIONS.
“For purposes of this title—
_“1) the term ‘Federal agency’ means an agency defined in sec-
tion 551(1) of title 5, United States Code, and
“(2) the term ‘energy savings’ means a reduction in the cost of
energy, from a base cost established through a methodology set
forth in the contract, utilized in an existing federally owned
building or buildings or other federally owned facilities as a
result of—

“CA) the lease or purchase of operating equipment, im-
provements, altered operation and maintenance, or techni-
cal services; or

“(B) the increased efficient use of existing energy sources
by cogeneration or heat recovery, excluding any cogenera-
tion process for other than a federally owned building or
buildings or other federally owned facilities.”,
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(b) TaBLE oF ConTENTS.—The table of contents of such Act is
amended by adding the following at the end:

“TITLE VIII-SHARED ENERGY SAVINGS

“Sec. 801. Authority to enter into contracts.
“Sec. 802. Payment of costs.

“Sec. 803. Reports.

“Sec. 804. Definitions.”.

Subtitle D—Biomass Energy and Alcohol Fuels Loan Guarantees

SEC. 7301. BIOMASS ENERGY AND ALCOHOL FUELS LOAN GUARANTEES,
Section 221 of the Biomass Energy and Alcohol Fuels Act of 1980
(Public Law 96-294; 42 U.S.C. 8821) is amended by—
(1) striking out “September 30, 1985” and inserting in lieu
thereof “June 30, 1986”: and
(2) adding at the end thereof the following: “Notwithstanding
any other provision of this subtitle, the Secretary of Energy may
modify the terms and conditions of any conditional commit-
ment for a loan guarantee under this subtitle made before Octo-
ber 1, 1984, including the amount of the loan guarantee. Noth-
ing in this section shall be interpreted as indicating Congres-
sional approval with respect to any pending conditional com-
mitments under this Act.”’.

Subtitle E—Synthetic Fuels

SEC. 7401. SHORT TITLE.
This subtitle may be cited as the ‘“Synthetic Fuels Corporation
Act of 19857

SEC. 7402. CESSATION OF FINANCIAL ASSISTANCE AUTHORITY.

Effective on the date of enactment of this Act, the United States
Synthetic Fuels Corporation (hereafter in this subtitle referred to as
the “Corporation”) may not make any legally binding awards or
commitments for financial assistance (including any changes in an
existing award or commitment) pursuant to the Energy Security Act
for synthetic fuel project proposals, except that nothing in this Act
shall impair or alter the powers, duties, rights, obligations, privi-
leges, or liabilities of the Corporation, its Board or Chairman, or
project sponsors in the performance and completion of the terms and
undertakings of a legally binding award or commitment entered
into prior to the date of enactment of this Act.

SEC. 7403. TERMINATION OF THE CORPORATION.

(a) Within 60 days of the date of enactment of this Act, the Direc-
tors of the Corporation shall terminate their duties under the
Energy Security Act and be discharged.

(b) Within 120 days of the date of enactment of this Act, the Cor-
poration shall terminate, except as otherwise provided in this sub-
title, in accordance with subtitle J of part B of title I of the Energy
Security Act.

SEC. 7404. DUTIES OF SECRETARY OF THE TREASURY.

(a) Within 60 days of the date of enactment of this Act (or earlier,

in the event of absence of a Chairman of the Board of Directors of



72

tion), the Secretary of the Treasury shall assume ~the
filllzetigsogﬁot;zi Chizirman of the Board of Directors of the Corporation.

(b) Notwithstanding any other provision of law, the duties and re-
sponsibilities of the Secretary of the Treasury under subtitle J of
part B of title I of the Energy Security Act or this Act may not be
transferred to any other Federal department or agency.

(c) Notwithstanding such termination of the Corporation, the Ad-
visory Committee established under section 123 of the Energy Secu-
rity Act (42 U.S.C 8719) shall remain in effect to advise the Secre-
tary of the Treasury regarding the administration of any contract or
obligation of the Corporation pursuant to subtitle D of part B of
title I of such Act.

(d) To the extent that the Secretary of the Treasury may be re-
quired to take an action under section 131(g) of the Energy Security
Act in connection with an award or commitment of financial assist-
ance under such Act, the Secretary shall complete such action
within 30 days of the date of enactment of this Act.

SEC. 7405. SALARIES AND COMPENSATION RIGHTS.

(@) The Director of the Office of Personnel Management shall,
before February 1, 1986, determine the amount of compensation or
benefits which each Director, officer, or employee of the Corporation
shall be legally entitled to under any contract as of the date of en-
actment of this Act. '

(b) Effective on the date of enactment of this Act, no change in
any Director, officer, or employee compensation or benefits shall be
allowed or permitted, unless the Director of the Office of Personnel
Management agrees that such change is reasonable.

(c) Effective on the date of enactment of this Act—

(1) no officer or employee of the Corporation shall receive a
salary in excess of the rate of basic pay payable for level IV of
thfj Executive Schedule under title 5 of the United States Code;
an

(2) the Corporation shall not waive any requirements in its
By-Laws which are necessary for a Director, officer, or employee
to qualify for pension or termination benefits under the By-
Laws and written personnel policies and procedures in effect on
the date of enactment of this Act.

SEC. 7406. REPORT TO THE CONGRESS.

The Corporation shall, within 60 days of the date of enactment of
this Act, transmit to the Committee on Energy and Natural Re-
sources of the Senate and to the Committee on Energy and Com-
merce and Committee on Banking, Housing and Urban Affairs of
the House of Representatives a report—

(1) containing a review of implementation of its Phase I Busi-
ness Plan dated February 19, 1985; and

2 fulﬁllu_zg the requirements of section 126(6)3) of the
Energy Security Act (42 U.S.C. 8722b)3)).

Subtitle F—Uranium Enrichment

SEC. 7501. AUTHORIZATION OF APPROPRIATIONS.

In accordance with section 660 of the Department of Energy Orga-
nization Act (42 U.S.C. 7270), there is authorized to be appropriated



73

to the Department of Energy for each of the fiscal years 1986, 1987,
and 1988 to carry out uranium enrichment service activities an
amount equal to the difference between—

(1) the revenues to be received during each such fiscal year by
the Department of Energy in providing uranium enrichment
service activities, as estimated in the budget submitted by the
President to the Congress for each such fiscal year; and

(2) the amount determined by the Secretary of Energy under
section 7502(cX1) for each such fiscal year.

SEC. 7502. REPAYMENTS TO UNITED STATES TREASURY.

(@) PARTIAL REPAYMENT OF UNRECOVERED COSTS.—

(1) In geNERAL.—The Secretary of Energy shall deposit in the
general fund of the Treasury of the United States, in partial re-
payment of unrecovered Federal Government costs for uranium
enrichment service activities, an amount determined by the Sec-
retary under subsection (c) for each of the fiscal years 1986,
1987, and 1988.

(2) REVENUES IN EXCESS OF EXPENDITURES.—In addition to
the payments required under paragraph (1), the Secretary of
Energy shall deposit in the general fund of the Treasury of the
United States, in partial repayment of amounts identified by
the Secretary under subsection (c)4)B), any revenues in excess
of expenditures received for the provision of such activities
during the 3-year period referred to in paragraph (1).

(b) RepaYMENT ScHEDULE.—The Secretary of Energy may make
the repayments required in subsection (@) for any fiscal year on a
quarterly basis.

(c) DETERMINATION OF SECRETARY.— ] .

(1) IN GENERAL.—The Secretary of Energy shall determine, in
his or her discretion, the amourt Of partial repayment to be
made under subsection (a)1) for each of the fiscal years 1986,
1987, and 1988, consistent with the financial integrity of the
uranium enrichment service activities program during a period
of not less than 10 years. The amount 0f Such repayment shall
not adversely affect the reliability of the SUPPYy of uranium en-
richment services at competitive prices for €x\$ting and poten-
tial customers. The determinations under this Paragraph shall
be made after notice and opportunity for public comment.

(2) REPAYMENT GoaLs.—The Secretary of Energ) shall seek to
achieve the following repayment amounts under subsection
(aX1):

(A) $110,000,000 for fiscal year 1986;
(B) $150,000,000 for fiscal year 1987; and
(C) $150,000,000 for fiscal year 1988. E

(8) SCHEDULE FOR DETERMINATION.—The Secretary 9f Energy
shall make the determination required in paragraph 1) for ‘y}ty
fiscal year before the President submits to the Con8ress ke
budget for such fiscal year, except that the Secretary may make
subsequent revisions in such determination.

(4) SUBMISSION TO CONGRESS.— .t

(A) IN GENERAL—The Secretary of Energy shall subm*
to the Congress any determination made under paragré
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(1), together with the reasons underlying such determina-
tion. ) .
(B) IniTiaL suBmissiON.—The Secretary shall include in
the initial submission under thi§ paragraph an estimate of
the amount of prior investment in the uranium enrichment
service activities program that remains unrecovered.

SEC. 7503. URANIUM ENRICHMENT REPORT. '

Not later than 60 days after the date of the enactment of this Act,
the Secretary of Energy shall submit to the Committee on Energy
and Natural Resources of the Senate and the Committees on Energy
and Commerce and on Interior and Insular Affairs of the House of
Representatives a report regarding the effects of the September 19,
1985, decision of the United States District Court for the District of
Colorado holding that the utility services uranium enrichment con-
tracts of the Department of Energy are null and void (Western Nu-
clear Inc. v. F. Clark Huffman, Civil No. 84-C-2315). To the extent
that it will not compromise the appeals process or the competitive
position of the Department of Energy with regard to uranium en-
richment, the report shall identify—

(1) the effects of the decision on— o
(A) the operation of the uranium enrichment facilities of
the Department of Energy; and
(B) the revenues of the uranium enrichment program;
and
(2) how the response of the Department of Energy may miti-
gate such effects.

Subtitle G—Nuclear Regulatory Commission Annual Charges

SEC. 7601. NUCLEAR REGULATORY COMMISSION ANNUAL CHARGES.

(a) SuBmission oF REporT.—Within 90 days after the date of the
enactment of this Act, the Nuclear Regulatory Commission shall
submit to the Committee on Energy and Commerce and the Commit-
tee on Interior and Insular Affairs of the House of Representatives
and the Committee on Environment and Public Works of the Senate
a report evaluating the feasibility and necessity of establishing a
system for the assessment and collection of annual charges from per-
sons licensed by the Commission pursuant to the Atomic Energy Act
of 1954 (42 US.C. 2011 et seq.) to fund all or part of the activities
conducted by the Commission pursuant to such Act. Such report
shall include an analysis of—

(1) the extent to which the Commission’s existing statutory or
regulatory authority to assess and collect annual charges, in-
cluding the authority of the Commission to assess and collect
fees pursuant to title V of the Independent Offices Appropria-
tion Act of 1952, is adequate to enable the Commission to assess
and collect fees commensurate with the value of the benefit ren-
dered to the licensee and the cost to the Commission of render-
ing such benefit;

(2) the amounts currently assessed and collected by the Com-
mission pursuant to existing statutory or regulatory authority,

and the purposes for which such fees are assessed and collected:
an
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(3) any recommendations of the Commission for expanding
the existing statutory authority to assess and collect fees, in-
cluding the Commission’s justification for such expansion.

(b) ASSESSMENT AND COLLECTION.—

(1) IN GeNErRAL.—Upon the expiration of a period of 45 calen-
dar days (excluding any day in which either House of Congress
is not in session because of an adjournment of more than 3§ cal-
endar days to a day certain or an adjournment sine die) follow-
ing receipt by the Congress of the report required pursuant to
subsection (a), the Nuclear Regulatory Commission shall assess
and collect annual charges from its licensees on a fiscal year
basis, except that—

(A) the maximum amount of the aggregate charges as-
sessed pursuant to this paragraph in any fiscal year may
not exceed an amount that, when added to other amounts
collected by the Commission for such fiscal year under
other provisions of law, is estimated to be equal to 33 per-
cent of the costs incurred by the Commission with respect to
such fiscal year; and

(B) any such charge assessed pursuant to this paragraph
shall be reasonably related to the regulatory service provid-
ed by the Commission and shall fairly reflect the cost to the
Commission of providing such service.

(2) ESTABLISHMENT OF AMOUNT BY RULE.—The amount of the
charges assessed pursuant to this paragraph shall be estab-
lished by rule.

TITLE VIII—OUTER CONTINENTAL SHELF AND RELATED
PROGRAMS

Subtitle A—Amendments to the Outer Continental Shelf Lands Act

SEC. 8001. SHORT TITLE.

This subtitle may be referred to as the “Outer Continental Shelf
Lands Act Amendments of 1985”.

SEC. 8002. NATIONAL POLICY FOR THE OUTER CONTINENTAL SHELF.

The Outer Continental Shelf Lands Act (43 U.S.C. 1331 et seq.) is
amended in paragraph (4) of section 3 by deleting the word “and”
at the end of subparagraph (A); deleting the semicolon at the end of
subparagraph (B) and inserting in lieu thereof a period; designating
subparagraph (B) as subparagraph (C); and inserting after subpara-
graph (A) the following new subparagraph (B):

“(B) the distribution of a portion of the receipts from the leas-
ing of mineral resources of the outer Continental Shelf adjacent
to State lands, as provided under section 8(g), will provide af-
fected coastal States and localities with funds which may be
used for the mitigation of adverse economic and envzror,z’mental
effects related to the development of such resources; and”.

SEC. 8003. REVISION OF SECTION 8(g). ‘
Section 8(g) of the Outer Continental Shelf Lands Act (43 US.C.
1337(g) is amended to read as follows: )
“.gl1) At the time of soliciting nominations for the leasing of
lands containing tracts wholly or partially within three nautical
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] the seaward boundary of any coastal State, and subsequent-
?;lclz‘.zss r(z)efw information is obtained or developed by the Secretary, the
Secretary shall, in addition to the information required by section
26 of this Act, provide the Governor of such State— ]

““A) an identificaéiz}n alnd .?chedule of the areas and regions
roposed to be offered for leasing; )
P ‘{()B) at the regiest of the Governor of such State, all informa-
tion from all sources concerning the geographical, geological,
and ecological characteristics of such tracts;
“() an estimate of the oil and gas reserves in the areas pro-
osed for leasing; and . o
d “(D)fat the re%uest of the Governor of such State, an identifi-
cation of any field, geological structure, or trap located wholly
or partially within three nautical miles of the seaward bounda-
ry of such coastal State, including all information relating to
the entire field, geological structure, or trap.
The provisions of the first sentence of subsection (c) and the prouvi-
sions of subsections (e)~(h) of section 26 of this Act shall be applica-
ble to the release by the Secretary of any information to any coastal
State under this paragraph. In addition, the provisions of subsec-
tions (c) and (e)-(h) of section 26 of this Act shall apply in their en-
tirety to the release by the Secretary to any coastal State of any in-
formation relating to Federal lands beyond three nautical miles of
the seaward boundary of such coastal State.

“9) Notwithstanding any other provision of this Act, the Secre-
tary shall deposit into a separate account in the Treasury of the
United States all bonuses, rents, and royalties, and other revenues
(derived from any bidding system authorized under subsection
(a)X1), excluding Federal income and windfall profits taxes, and de-
rived from any lease of any Federal tract which lies wholly or par-
tially within three nautical miles of the seaward boundary of any
coastal State. Except as provided in paragraph (5) of this subsection,
not later than the last business day of the month following the
month in which those revenues are deposited in the Treasury, the
Secretary shall transmit to such coastal State 27 percent of those
revenues, together with all accrued interest thereon. The remaining
balance of such revenues shall be transmitted simultaneously to the
miscellaneous receipts account of the United States Treasury.

“(3) Whenever the Secretary or the Governor of a coastal State de-
termines that a common potentially hydrocarbon-bearing area may
underlie the Federal and State boundary, the Secretary or the Gov-
ernor shall notify the other party in writing of his determination
and the Secretary shall provide to the Governor notice of the current
and projected status of the tract or tracts containing the common
potentially hydrocarbon-bearing area. If the Secretary has leased or
intends to lease such tract or tracts, the Secretary and the Governor
of the coastal State may enter into an agreement to divide the reve-
nues from production of any common potentially hydrocarbon-bear-
ing area, by unitization or other royalty sharing agreement, pursu-
ant to existing law. If the Secretary and the Governor do not enter
into an agreement, the Secretary may nevertheless proceed with the
leasing of the tract or tracts. Any revenues received by the United
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States under such an agreement shall be subject to the requirements
of paragraph (2).

(4) The deposits in the Treasury account described in this section
shall be invested by the Secretary of the Treasury in securities
backed by the full faith and credit of the United States having ma-
turities suitable to the needs of the account and yielding the highest
reasonably available interest rates as determined by the Secretary of
the Treasury.

“6XA) When there is a boundary dispute between the United
States and a State under section 7 of this Act, the Secretary shall
credit to the account referred to in section 800} of the Outer Conti-
nental Shelf Lands Act Amendments of 1985 revenues from oil and
gas lease sales in the area within three nautical miles of the bound-
ary asserted by the State, if that money has not otherwise been de-
posited in the separate account established under section 7. Proceeds
of the account established under section 7, and the account referred
to in section 8004 of the Outer Continental Shelf Lands Act Amend-
ments of 1985 shall be distributed as follows:

“G) If a State is wholly successful in its claim under section
7, such claim shall be satisfied by the money deposited in the
escrow account established by section 7. Any excess monies in
the section 7 account attributable to such State shall be trans-
ferred to the 8(g) account, and any monies due that State, both
retrospectively and prospectively, as a result of the 8(g) zone cre-
ated by the newly established boundary shall be distributed to
the State in accordance with the terms of section 8004 of the
Outer Continental Shelf Lands Act Amendments of 1985.

“lii) If the United States is wholly successful in its claim
under section 7, the amount of money that is necessary to satis-
[y the State’s shure as set forth under section 8004 of the Outer
Continental Shelf Lands Act Amendments of 1985 shall be dis-
tributed from the revenues deposited in the section 7 escrow ac-
count. The amounts remaining after the distributions described
in this subparagraph shall be paid to the United States pursu-
ant to this section.

“Gii) If the United States or the affected State is partially
successful in its claim under section 7, after the distribution
under that result, the amount of money that is necessary to sat-
isfy the State as set forth under section 8004 of the Quter Conti-
nental Shelf Lands Act Amendments of 1985 shall be distribut-
ed first from the remaining monies in the section 7 escrow ac-
count, and then from the amounts deposited or credited in the
account referred to in section 8004 of the Outer Continental
Shelf Lands Act Amendments of 1985. For amounts credited,
the distribution shall be in accordance with clause (iv). The
amounts remaining after the distributions described in this sub-
paragraph shall be paid to the United States pursuant to this
section.

“Gv) If there is insufficient money from the applicable oil and
gas lease sales deposited in either the account established by
section 7 or the account referred to in section 800} of the Outer
Continental Shelf Lands Act Amendments of 1985, the recoup-
ment provisions of section 8006 of the Outer Continental Shelf
Lands Act Amendments of 1985 shall be applicable.
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“ '« paragraph applies to all Federal oil and gas lease sales,
und(fr) tjl‘z};sls;‘ll)ct, gzcﬁtdirgrpjoint lease sales, occurring after Septem-
ber 18, 1978.

“6) This section shall be deemed to take effect on October 1,
1985, for purposes of determining the amounts to be deposited
in the separate account and the States’ shares described in

ragraph (2). ] _
pa“t(z}g;r Weher(z the Secretary leases any tract which lies wholly or
partially within three miles of the seaward boundary of two or
more States, the revenues from such tract shall be dzstrzbutec’i
as otherwise provided by this section, except that the State’s
share of such revenues that would otherwise resul’t, under this
section shall be divided equally among such States. "

SEC. 8004. DISTRIBUTION OF 8(g) ACCOUNT. o

(a) Prior to January 1, 1986, the Secretary shall distribute to the
designated coastal States the sum of:

(1) The amounts due and payable to each such State under
paragraph (2) of section 8(g) of the Outer Continental Shelf
Lands Act, as amended by this title, for the period between Oc-
tober 1, 1985, and the date of such distribution, and

(2) The amounts due each such State under subsection (b) of
this section for the period prior to October 1, 1985.

(b)1) The funds which were deposited in the separate account in
the Treasury of the United States under section 8(g)4) of the Outer
Continental Shelf Lands Act (48 US.C. 1337(g)4)) which was in
effect prior to the date of enactment of section 8003 of this title
shall be distributed in the following manner as a fair and equitable
disposition of such funds derived from bonuses and rents and ac-
crued interest thereon through September 30, 1985:

(¢ million)
Louisiana erertrretet et et e e bebaeresarteatane st erneneaen 635
424
375
78
ALBSRG oo 56
MiSSISSIDPI .o 15
FIOTIAQ..eouneeveneeeeeeererereesresessesssesese e 0.03

(2) The Secretary shall distribute to each coastal State 27 percent
of the royalties derived from any lease of Federal lands within 3
miles of the seaward boundary of such coastal State and accrued in-
terest thereon which have been deposited through September 30,
1985, in the separate account described in paragraph (1) of this sub-
section, as a fair and equitable disposition of such royalties.

(3) The amounts derived from bonuses, rents and royalties, and
accrued interest thereon through September 30, 1985, remaining in
the account after distribution to the States under this subsection
shall be transmitted to the miscellaneous receipts account of the
United States Treasury.

(4) The acceptance of payment under this section shall satisfy and
release any and all claims against the United States arising under,
or related to, section 8(g) of the Outer Continental Shelf Lands Act,
ttzi_ttt{th;zs in effect prior to the date of enactment of section 8003 of

is title.
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SEC. 8005. IMMOBILIZATION OF BOUNDARIES,

Section 2(b) of the Submerged Lands Act (43 U.S.C. 1301(b) is
amended by inserting before the semicolon at the end a comma and
the following: “except that any boundary between a State and the
United States under this Act which has been or is hereafter fixed by
coordinates under a final decree of the United States Supreme Court
shall remain immobilized at the coordinates provided under such
decree and shall not be ambulatory”,

SEC. 8006. RECOUPMENT.

(a) As a fair and equitable disposition of revenues derived between
September 18, 1978 and September 30, 1985 from all bonuses, royal-
ties, and other revenues, and accrued interest through September 30,
1985, from any Federal leases within three miles of the seaward
boundary of any coastal State, including all such revenues which
should have been, but which were not, deposited in the separate ac-
count in the Treasury of the United States under section 8(gX}) of
the Outer Continental Shelf Lands Act (43 U.S.C. 1337(g)4)) which
was in effect prior to the date of enactment of section 8003 of this
title,lsuc coastal State shall be entitled to an additional amount
equal to:

(1) 27 percent of all bonuses, rents, and royalties, and other
revenues (derived from any bidding system authorized under
section 8(aX1) of the Outer Continental Shelf Lands Act), ex-
cluding Federal income and windfall profits taxes, and accrued
interest through September 30, 1985, derived from any lease of
any Federal tract which lies wholly or partially within three
r;e(;:tical miles of the seaward boundary of such coastal State,

(2) the amounts paid to such coastal State under section
8004(b) of this title.

(b) The additional amount due each State under subsection (a) of
this section shall be paid from a separate Treasury account which is
constituted as set forth in subsection (c) of this section. The total
amount contained in such account on the last business day of each
month shall be paid to each State in an amount proportional to
that State’s share 3[ the total additional amounts due to all States
under subsection (a) of this section. o

(c) Beginning on October 1, 1986, the Secretary shall deposit into
the account described in subsection (b) of this section from the sepa-
rate account described in section 8(gh%) of the Outer Continental
Shelf Lands Act, as amended by this title, 10 percent of all revenues
deposited after October 1, 1986, into the account described in such
section 8(gX2) until such time as the amount due to all coastal
States under subsection (a) of this section has been paid.

Subtitle B—Coordination and Consultation With Affected States
and "ocal Governments

SEC. 8101. REVISION OF SECTION 19(c).

(@) Section 19(c) of the Outer Continental Shelf Lands Act (43
U.S.C. 1345(c) is amended to read as follows:

“c) The Secretary shall accept recommendations of the Governor
and may accept recommendations of the executive of any affected
local government if he determines, after having provided the oppor-
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] nsultation, that acceptance of such recommendations
ztxlztc?ulltc}i’ ;?'vage for a reasonable (Jalance between the national inter-
est and the well-being of the citizens of the affected State. Irg deter-
mining the national interest, the Secretary shall equally weigh the
need for exploration, development, and production of oil and gas
from the area either proposed to be leased or leased and the need to
protect other resources and uses of the coastal zone and the marine
environment, including living marine resources, affected by such ex-
ploration, development and production activities. The Secretary
shall inform the Governor in writing of his decision together with
supporting reasons and information to accept or reject a recommen-
dation or to implement any alternative means to protect the nation-
al interest identified in consultation with the Governor. The Secre-
tary’s decision shall address each specific point contained in the
Governor’s recommendation. Should the Secretary reject a recom-
mendation, he shall, no less than thirty days prior to proceeding
with the proposed action, provide the Governor with the findings on
which his decision is based. The scope of judicial review of the Sec-
retary’s decision shall be that set out in section 706(2XA) of title 5,
United States Code.

(B)(1) Section 19(d) of such Act is repealed. '
(2) Subsection (e) of section 19 of such Act is redesignated as sub-
section (d).

Subtitle C—Use of American-Built Rigs For OCS Drilling

SEC. 8201. USE OF AMERICAN-BUILT RIGS FOR OCS DRILLING.

Section 5 of the Outer Continental Shelf Lands Act 438 US.C.
1334) is amended by adding at the end the following new subsec-
tion:

“GX1) Any vessel, rig, platform, or other structure used for the
purpose of exploration or production of oil and gas on the Quter
g'onltinental Shelf south of 49 degrees North latitude shall be

uilt—

“CA) in the United States; and

“(B) from articles, materials, or supplies at least 50 percent of
which, by cost, shall have been mined, produced, or manufac-
tured, as the case may be, in the United States.

“(2) The requirements of paragraph (1) shall not apply to any
vessel, rig, platform, or other structure which was built, which 1s
being built, or for which a building contract has been executed, on
or before October 1, 1985.

“(3) The Secretary may watve—

“A) the requirement in paragraph (1XB) whenever the Secre-
tary determines that 50 percent of the articles, materials, or
supplies for a vessel, rig, platform, or other structure cannot be
mined, produced, or manufactured, as the case may be, in the
United States, and

“(B) the requirement in paragraph (1)A) upon application,
with respect to any classification of vessels, rigs, platforms, or
other structures on a specific lease, when the Secretary deter-
mines that at least 50 percent of such classification, as calculat-
ed by number and by weight, which are to be built for explora-
tion or production activities under such lease will be built in
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United States in compliance with the requirements of para-

graph (1XA).”.
TITLE IX—MEDICARE, MEDICAID, AND MATERNAL AND

CHILD HEALTH PROGRAMS

SEC. $100. SHORT TITLE; TABLE OF CONTENTS OF TITLE,

This title may be cited as the “Medicare and Medicaid Budget
Reconciliation Amendments of 1985”.
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Services for pregnant women.
Modifications of waiver provisions for home and community-based serv-
ices.
Third-party liability.
Respiratory care services for ventilator-dependent individuals.
Optional hospice benefits.
Treatment of potential payments from medicaid qualifying trusts.
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Optional targeted case management services.
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tons.
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Overpayment recovery rules.
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9523. Extension of Texas waiver project.

9524. Wisconsin health maintenance organization waiver.

9525. New Jersey demonstration project relating to training of AFDC recipients
as home health aides.

9526. Reference to provisions of law providing coverage under, or directly affect-
ing, the medicaid program.

. 9527. Children with special health care needs.

. 9528. Annual calculation of Federal medical assistance percentage.

Sec. 9529. Medicaid coverage relating to adoption assistance and foster care.

Subtitle C—Task Force on Long-Term Health Care Policies

Sec. 9601. Recommendations for long-term health care policies.
Subtitle A—Medicare

PART 1—PROVISIONS RELATING TO PART A OF
MEDICARE

Subpart A—Hospital Reimbursement

SEC. 9101, R{s’ﬁﬁ ggEIé_VCREASE IN PAYMENTS FOR INPATIENT HOSPITAL

(a) ExTeNSION OF CURRENT FREEZE ON PAYMENT RATES THROUGH
FEBRUARY 28, 1986.—Section 5(c) of the Emergency Extension Act of
1985 (Public Law 99-107) is amended to read as follows:

“lc) ExTENSION PERIOD DEFINED.—

‘1) HosprraL PAYMENTS.—For purposes of subsection (a), the
term ‘extension period’ means the period beginning on October
1, 1985, and ending on February 28, 1986.".

(b) APPLICABLE PERCENTAGE INCREASE.—Section 1886(b)3XB) of
the Social Security Act (42 U.S.C. 1395ww(b)(3)B)) is amended to
read as follows:

“(BXi) For purposes of subparagraph (A) for 12-month cost report-
ing periods beginning during a fiscal year and for purposes of sub-
section (d) for discharges occurring during a fiscal year, the ‘appli-
cable percentage increase’ shall be—

“(D) for fiscal year 1986, 1 percent,

“(I) for fiscal years 1987 and 1988, a percentage determined
by the Secretary pursuant to subsection (e)}), but not to exceed
the market basket percentage increase (as defined in clause (ii)),
and

“(II) for fiscal year 1989 and subsequent fiscal years, the per-
centage determined by the Secretary pursuant fo subsection
(eX4).

“ii) For purposes of clause (i), the term ‘market basket percentage
increase’ means, with respect to cost reporting periods and dis-
charges occurring in a fiscal year, the percentage, estimated by the
Secretary before the beginning of the period or fiscal year, by which
the cost of the mix of goods and services (including personnel costs
but excluding nonoperating costs) comprising routine, ancillary, and
special care unit inpatient hospital services, based on an index of
appropriately weighted indicators of changes in wages and prices
which are representative of the mix of goods and services included
in such inpatient hospital services, for the period or fiscal year will
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exceed the cost of such mix cc)if gofo_gis 7nd ser,',vices for the preceding

- ost reporting period or fiscal year.”.

12(3 Og(t)}I:IISORMII{’)G AMi‘ﬁDMENTS.—(]) Section 1886(d)3)A) of s‘z‘tch
Act (42 US.C. 1395ww(d)3)A)) is amended by“strzkmg out “for
fiscal year 1985 and inserting in lieu thereof “for each of fiscal
years 1985 and 1986 ] . o

(2) Section 1886(e)(3) of such Act is amended by striking out “(in-
stead of the applicable percentage increase described in subsection
bXSNB))’. ) .

(8) Section 1886(e)}) of such Act is sz’mended by striking out
“1986" and inserting in lieu thereof “1987".

(d) EFrFecTIVE DATE OF FREEZE EXTENSION.—The amendments
made by subsection (a) shall take effect on December 19, 1985, and
the amendments made by subsection (c) shall take effect on the date
of the enactment of this Act.

(e) EFFECTIVE DATE FOR INCREASE.—

(1) PPS HOSPITALS, DRG PORTION OF PAYMENT.—In the case of
a subsection (d) hospital (as defined in paragraph (4)—

(A) the amendments made by subsection (b) shall apply to
payments made under section 1886(d)IXA) of such Act
made on the basis of discharges occurring on or after
March 1, 1986: and

(B) for discharges occurring on or after October 1, 1986,
the applicable percentage increase (described in section
1886(6)3)B)) for discharges occurring during fiscal year
1986 shall be deemed to have been 1 percent.

(2) PPS HOSPITALS, HOSPITAL SPECIFIC PORTION OF PAY-
MENT.—In the case of a subsection (d) hospital—

(A) the amendments made by subsection (b) shall apply to
payments under section 1886(d)X1)A) of the Social Security
Act made on the basis of discharges occurring during a cost
reporting period of a hospital, for the hospital’s cost report-
ing periods beginning on or after October 1, 1985;

(B) notwithstanding subparagraph (A), for the cost report-
ing period beginning during fiscal year 1986, the applicable
percentage increase (as defined in section 1886(bJ3XB) of
such Act) for the—

(V) first 5 months of the cost reporting period shall be
0 percent, and
(ii) for the remaining 7 months of the cost reporting
period shall be I percent; and
(C) for cost reporting periods beginning on or after Octo-
bgr 1, 1.?86', the applicable Dpercentage increase (as so de-
fined) with respect to the previous cost reporting period
shall be deemed to have been 1 percent.
(3) PPS-EXEMPT HOSPITALS.—In the case of a hospital that is
not a subsection (d) hospital—
(A) the amendments made by subsection (b) shall apply to
cost reporting periods beginning on or after October 1, 1985;
(B) notwithstanding subparagraph (A), for the hospital’s
cost reporting period beginning during fiscal Yyear 1986, pay-
ment under title XVIII of the Social Security Act shall be
made as though the applicable Dpercentage increase de-
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scribed in section 1886(bX3XB) were equal to 7/12 of 1 per-
cent; and
(C) for cost reporting periods beginning on or after Orto-
ber 1, 1986, the applicable percentage increase (as so de-
fined) with respect to the cost reporting period beginning
during fiscal year 1986 shall be deemed to have been 1 per-
cent.
(4) DEFINITION.—In this subsection, the term “subsection (d)

hospital” has the meaning given such term in section
1886(dXIXB) of the Social Security Act.
SEC. 9102. ONE-YEAR EXTENSION OF PPS TRANSITION.,

(a) ONE-YEAR DELAY OF FULL IMPLEMENTATION OF PROSPECTIVE
PayMENT SYSTEM.—Section 1886(d)X1)XA) of the Social Security Act
(42 US.C. 1395ww(dX1XA) is amended by striking out “1986” in
clauses (ii) and (iii) and inserting in lieu thereof “1987”

(0) NEw TARGET AND DRG PERCENTAGES FOR REMAINDER OF
FiscaL YEar 1986.—Section 1886(d)IXC) of such Act is amended—

(1) by ctriking out “, or discharges occurring”,

(2) by striking out “and’ at the end of clause (ii),

(3) by striking out ‘(iii) on or after October 1, 1985, and before
October 1, 1986” in clause (iii) and inserting in lieu thereof ‘(iv)
on or after October 1, 1986, and before October 1, 1987, and

(}) by inserting after clause (ii) the following new clause:

“(iii) on or after October 1, 1985, and before October 1, 1986,
the ‘target percentage’ is 45 percent and the ‘DRG percentage’ is
35 percent; and”’.

(¢) NEw BLENDED NATIONAL-REGIONAL DRG RATE FOR REMAIN-
DER OF Fiscar YEAR 1986.—Section 1886(dXIXD) of such Act is
amended—

(1) by striking out “cost reporting periods beginning, or”, and

(2) by striking out “1985” and “1986” and inserting in lieu
thereof “1986” and “1987”, respectively, each place it appears.

(d) EFFECTIVE DATES.—

(1) DELAY IN FINAL TRANSITION.—The amendment made by
subsection (a) shall take effect on the date of the enactment of
this Act.

(2) CHANGE IN HOSPITAL SPECIFIC PERCENTAGE.—The amend-
ments made by subsection (b) shall apply—

(A) to cost reporting periods beginning on or after October
1, 1985, but o,
(B) notwithstanding subparagraph (A), for a hospital’s
cost reporting period beginning during fiscal year 1986, for
purposes of section 1886(d)1XA) of the Social Secunt;: Act—
(i) during the first 5 months of the period the ‘targgt
percentage” is 50 percent and the “DRG percentage” is

50 percent, and )
(ii) during the remaining 7 months of the period the
“target percentage” is 45 percent and the “DRG per-

centage” is 55 percent.

(3) CHANGE IN BLENDED RATE.—The amendr_nents made by
subsection (c) shall apply to discharges occurring on or after
March 1, 1986.
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SEC. 9103. APPLICATION OF RE VISED HOSPIT;L WAGE INDEX. (1) Secti
APPLICATION OF REVISED INDEX PROSPECTIVELY.— ection

23(]a6)°(b) of the Deficit Reduction Act of 1984 (98 Stat. 1081) is

amended to read as follows: .

“b) The Secretary shall adjust the payment amounts for hospitals
for discharges occurring after March 1, 1986, to reflect the changes
the Secretary has promulgated in final regulations (on September 3,
1985) relating to the hospital wage index under section 1886(d)(SNE)
of the Social Security Act. For discharges occurring after September
30, 1986, the Secretary shall provide for such periodic adjustments
in the appropriate wage index used under that section as may be
necessary, taking into account changes in the wage levels and rela-
tive proportions of full-time and part-time workers.”. ) '

(2) The amendment made by paragraph (1) shall be effective as if
it had been included in the Deficit Reduction Act of 1984.

(b) STuDY OF METHODOLOGY FOR AREA WAGE ADJUSTMENT FOR
CenTrAL CrTiES.—(1) The Secretary of Health and Human Services,
in consultation with the Prospective Payment Assessment Commis-
sion, shall collect information and shall develop one or more meth-
odologies to permit the adjustment of the wage indices used for pur-
poses of sections 1886(d)2NC)ii), 1886(d)N2)(H), and 1886(d)3NE) of
the Social Security Act, in order to more accurately reflect hospital
labor markets, by taking into account varictions in wages and wage-
related costs between the central city portion of urban areas and
other parts of urban areas.

(2) The Secretary shall report to Congress on the information col-
lected and the methodologies developed under paragraph (1) not
later than March 1, 1987. The report shall include a recommenda-
tion as to the feasibility and desirability of implementing such
methodologies.

SEC. 9104. PAYMENTS TO HOSPITALS FOR INDIRECT COSTS OF MEDICAL
EDUCATION.

(a) PAYMENT FOR INDIRECT CoSTS OF MEDICAL EDUCATION.—Sec-
tion 1886(d)5)B) of the Social Security Act 42 US.C
1395ww(d)(5)XB)) is amended to read as follows:

“‘B) The Secretary shall provide for an additional payment
amount for subsection (d) hospitals with indirect costs of medical
education, in an amount computed in the same manner as the ad-
Justment for such costs under regulations (in effect as of January I,
1983) under subsection (a)(2), except as follows:

“G) The amount of such additional payment shall be deter-
mined by multiplying (I) the sum of the amount determined
under paragraph (IXA)Gi)II) (or, if applicable, the amount de-
termzned. under paragraph (1)XA)Gii) and the amount paid to
the hospital under subparagraph (A), by (II) the indirect teach-
ing adjustment factor described in clause (ii).

_ ") For purposes of clause (iXIl), the indirect teaching ad-
Justment factor for discharges occurring—
~ "D on or after March 1, 1986, and before October 1, 1988,
is equal to 2X({(1+r)4%—1), or
“lID on or after October 1, 1988, is equal to
1.5X({(1+r).5195_7])
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where ‘r’ is the ratio of the hospital’s full-time equivalent in-
terns and residents to beds.

“iiv) In determining such adjustment the Secretary shall not
distinguish between those interns and residents who are em-
ployees of a hospital and those interns and residents who fur-
;u.;h services to a hospital but are not employees of such hospi-

al.

_“Giv) In determining such adjustment, the Secretary shall con-
tinue to count interns and residents assigned to outpatient serv-
ices of the hospital as part of the calculation of the full-time-
equivalent number of interns and residents.”.

(b) ADJUSTMENT OF PAYMENT AMOUNTS.—

(1) RESTANDARDIZING DRG PAYMENT AMOUNTS TO REFLECT
CHANGE IN FORMULA.—Section 1886(d)X2)XCXi) of such Act is
amended by inserting ‘(taking into account, for discharges oc-
curring after September 30, 1986, the amendments made by sec-
tion 9104(a) of the Medicare and Medicaid Budget Reconcilia-
tion Amendments of 1985)” after “medical education costs”,

(2) PROVIDING FOR SYSTEM SAVINGS FROM CHANGE IN FORMU-
LA.—Subparagraph (C) of section 1886(dX3) of such Act is
amended—

(A) by inserting “(i)” after ‘“(C)”,
(’I}) by inserting “FOR FISCAL YEAR 1985 after “NEUTRALI-

(C) by striking out “The Secretary” and inserting in lieu
thereof ‘For discharges occurring in fiscal year 1985, the
Secretary”, and

(D) by adding at the end the following new clause:

‘lii) REDUCING FOR SAVINGS FROM AMENDMENT TO INDIRECT
TEACHING ADJUSTMENT FOR DISCHARGES AFTER SEPTEMBER 30,
1986.—For discharges occurring after September 30, 1986, the
Secretary shall further reduce each of the average standardized
amounts (in a proportion which takes into account the differing
effects of the standardization effected under paragraph (2)C)i)
so as to provide for a reduction in the total of the payments (at-
tributable to this paragraph) made for discharges occurring—

“) on or after October 1, 1986, and before October 1,
1988, of an amount equal to the estimated reduction in the
payment amounts under paragraph (5)X(B) that would have
resulted from the enactment of the amendments made by
section 9104 of the Medicare and Medicaid Budget Recon-
ciliation Amendments of 1985 if the factor described in
clause (iiXID of paragraph (5XB) were applied for dis-
charges occurring during such period instead of the factor
described in clause (ii)XI) of that paragraph, an

“0D on or after October 1, 1988, of an amount equal to
the estimated reduction in the payment amounts under
paragraph (5XB) for those discharges that has resulted
from the enactment of the amendments made by section
9104 of the Medicare and Medicaid Budget Reconciliation
Amendments of 1985.”. ) .

(3) ConrorMING AMENDMENT.—Clauses (i)I) and (ii)1D) of sec-
tion 1886(@X3XD) of such Act are each amended by inserting “or
reduced” after “(B), and adjusted’.
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(¢) ErrecTIivE DaTE.—(1) Except as provided in paragraph (2), the
amendments made by thifggéctlon shall apply to discharges occur-

] r after March 1, . .
nr;g)o;h(:z agzendments made by this section shall not first be ap-
plied to discharges occurring as of a date unless, f?" discharges oc-
curring on that date, the amendments made by section 9105 are also
being applied. OPORTIO

] HOSPITALS WHICH SERVE A DISPR TON.
SEC. 9105. Pﬁ);'ﬁg'EngogF LOW-INCOME PATIENTS. D

PayMENT FOR HosPITALS WHICH SERVE A ISPROPORTIONATE

SH(fzzE OF Low-INcoME PATIENTS.—Section 1886(d)(5) of the Social
Security Act (42 U.S.C. 11;5’95ww(d)(}5l)) is amended by adding at the
end the following new subparagraph:

“(F)(i)fFor disiharges occurring on or after M_arch_ 1, 1986, and
before October 1, 1988, the Secretary shall provide, in accordance
with this subparagraph, for an additional payment amount for each
subsection (d) hospital which— _

“D serves a significantly disproportionate number of low-
income patients (as defined in clause (v)), or

“(ID) is located in an urban area, has 100 or more beds, and
can demonstrate that its net inpatient care revenues (excluding
any of such revenues attributable to this title or State plans ap-
proved under title XIX), during the cost reporting period in
which the discharges occur, for indigent care from State and
local government sources exceed 30 percent of its total of such
revenues during the period.

“(ii) The amount of such payment for each discharge shall be de-
termined by multiplying (I) the sum of the amount determined
under paragraph (1IXA)Xi)ID) (or, if applicable, the amount deter-
mined under paragraph (1)XA)Xiii) and the amount paid to the hos-
pital under subparagraph (A) for that discharge, by (ID) the dispro-
portionate share adjustment Dpercentage established under clause
(iit) or (iv) for the cost reporting period in which the discharge
oceurs.

“(iii) The disproportionate share adjustment percentage for a cost
reporting period for a hospital described in clause AID) is equal to
15 percent.

“(iv) The disproportionate share adjustment percentage for a cost
rep;r;t’in,? period for a hospital that is not described in clause ()1
and that—

“ is located in an urban area and has 100 or more beds, is
equal to the lesser of 15 percent, or the Dpercent determined in
c‘zce'o.rdance with the following formula: (P-15)(.5) + 2.5, where
P’ is the hospital’s disproportionate Datent percentage (as de-
fined in clause (vi)):

_ "AD is located in an urban area and has less than 100 beds,
s equal to 5 percent; or

. “(I1D is located in a rural area, is equal to 4 percent.

() In this subparagraph, a hospital ‘serves a significantly dis-
proportionate number of low income patients’ for a cost reporting
period if the hospital has a disproportionate patient DPercentage (as
defined in clause (vi)) for that period which equals, or exceeds—.
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“(D 15 percent, if the hospital is located in an urban area and
has 100 or more beds,

“D 40 percent, if the hospital is located in an urban area
and has less than 100 beds, or

] “lIID 45 percent, if the hospital is located in a rural area.

“(i) In this subparagraph, the term ‘disproportionate patient per-
centage’ means, with respect to a cost reporting period of a hospital,
the sum of—

“D) the fraction (expressed as a percentage), the numerator of
which is the number of such hospital’s patient days for such
period which were made up of patients who (for such days) were
entitled to benefits under part A of this title and were entitled
to supplementary security income benefits (excluding any State
supplementation) under title XVI of this Act, and the denomi-
nator of which is the number of such hospital’s patient days for
such fiscal year which were made up of patients who (for such
days) were entitled to benefits under part A of this title, and

“ID) the fraction (expressed as a percentage), the numerator of
which is the number of the hospital’s patient days for such
period which consist of patients who (for such days) were eligi-
ble for medical assistance under a State plan approved under
title XIX, but who were not entitled to benefits under part A of
this title, and the denominator of which is the total number of
the hospital’s patient days for such period.”.

(b) REstanpAarDIZING DRG PAYMENT AMOUNTS TOo REFLECT DIs-
PROPORTIONATE SHARE PaYMENTS.—Section 1886(d)X2)XC) of such
Act is amended—

(1) by striking out “and” at the end of clause (ii),

(2) by striking out the period at the end of clause (iii) and in-
serting in lieu thereof “, and”, and

(3)"51' adding at the end the following new clause:

“(iv) for discharges occurring on or after October 1, 1986,
and before October 1, 1988, excluding an estimate of the ad-
ditional payments to certain hospitals to be made under
paragraph (5XF).”. _

(c) CONFORMING AMENDMENT.—Section 1886(d)X5)XC)i) of such Act
is amended by striking out “, and of public or other hospitals that
serve a significantly disproportionate number of patients who have
low income or are entitled to benefits under part A of tkis title”.

(d) CBO ReporT.—The Congressional Budget Office shall study,
and report to Congress not later than January 1, 1987, on the
impact of the implementation of this section on hospitals, including
the appropriateness of the factors used in determining which hospi-
tals are eligible for additional payments under section 1886(d)X5XF)
of the Social Security Act and the amount of the additional pay-
ments made to those hospitals. ) )

(e) EFrEcTIVE DATE.—The amendments made by this section shall
apply to discharges occurring on or after March 1, 1986.

SEC. 9106. TREATMENT OF CERTAIN RURAL OSTEOPATHIC HOSPITALS AS

RURAL REFERRAL CENTERS. . .

(@) IN GENERAL.—Section 1886(d)5XCXi) of the Social Security Act
(42 US.C. 1395ww(d)5)XCXi)) is amended by znse{'tzng“before the
period at the end of the second sentence the following: “and which
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] ] 3 than
1l not require a rural osteopathic hospital to have more
f?h0‘100 c'ilischagges in a year in order to be classified as a rural refer-
ter”. _
mﬁbse%;;‘ECTIVE Dare.—The amendment made by subsection (a)
shall apply to cost reporting periods beginning on or after January

1, 1986.
A N ON EQUITY CAPITAL FOR INPATIENT HOSPITAL SERV-
SEC. 9107 REZ:%I; AND OﬁHER SERVICES.
(a) INPATIENT HOSPITAL SERVICES.— RN ON EQUITY CAP
(1) PHASE-DOWN IN PAYMENT FOR RETURN .
1TAL —Section 1886(g)(2) of the Social Security Act (42 US.C.
1395ww(gh?) is amended— . '
(Ag)by inserting “the applicable percentage (described in
subparagraph (B) of " before “‘the average of the rates of in-
terest”,
(B) by inserting “(A)” after “(2)”, and
(C) by adding at the end the following new subpara-

aph:

“B) In thIi)s paragraph, the ‘applicable percejntage’ is— .

“%) 75 percent, for cost reporting periods beginning during
fiscal year 1987, o .

“Gi) 50 percent, for cost reporting periods beginning during
fiscal year 1988, )

“4ii) 95 percent, for cost reporting periods beginning during
fiscal year 1989, and

“Gv) 0 percent, for cost reporting periods beginning on or after
October 1, 1989.”.

(2) EXCLUSION FROM PROSPECTIVE PAYMENT.—The second sen-
tence of section 1886(a)}) of such Act is amended—

(A) by inserting “a return on équity capital,” after “anes-
thetist,”, and

(B) by inserting “other” before ‘“capital-related costs’.

(b) OTHER SERVICES.—

(1) LiMiTATION ON RATE.—Section 1861(vX1) of such Act (42
U.S.C. 1395x(v)X1) is amended by adding at the end the follow-
ing new subparagraph:

“(P) If such regulations provide for the payment for a return on
equity capital (other than with respect to costs of inpatient hospital
services), the rate of return to be recognized, for determining the rea-
sonable cost of services furnished in a cost reporting period, shall be
equal to the average of the rates of interest, for each of the months
any part of which is included in the period, on obligations issued
for purchase by the Federal Hospital Insurance Trust Fund.”.

(2) CONFORMING AMENDMENTS.—Section 1861(vXIXB) of such
Act is amended—

(A) by striking out “any fiscal period” and ‘“such fiscal
period” and inserting in lieu thereof “any cost reporting
period’”’ and “the period”, respectively, and

(B) by striking out “not exceed one and one-half times” in
the second sentence and inserting in lieu thereof “be equal
to”.
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(c) ErrecTIvE DATES.—(1) The amendments made by subsection
(a) shall apply to hospital cost reporting periods beginning on or
after October 1, 1986.

(2) The amendments made by subsectior. (b) shall apply to cost re-
porting periods beginning on or after October 1, 1985.

SEC. 9108. CONTINUATION OF MEDICARE REIMBURSEMENT WAIVERS FOR
CERTAIN HOSPITALS PARTICIPATING IN REGIONAL HOSPITAL
REIMBURSEMENT DEMONSTRATIONS.

(a) CONTINUATION OF WAIVERS.—A hospital reimbursement con-
trol system which, on January 1, 1985, was carrying out a demon-
stration under a contract which had been approved by the Secretary
of Health and Human Services pursuant to section 222(a) of the
Social Security Amendments of 1972, or under section 402 of the
Social Security Amendments of 1967 (as amended by section 222(b)
of the Social Security Amendments of 1972), shall be deemed to
meet the requirements of section 1886(cX1)XA) of the Social Security
Act if such system applies—

(1) to substantially all non-Federal acute care hospitals (as
defined by the Secretary) in the geographic area served by such
system on January 1, 1985, and

(2) to the review of at least 75 percent of—

(A) all revenues or expenses in such geographic area for
inpatient hospital services, and

(B) revenues or expenses in such geographic area for inpa-
tient hospital services provided under the State’s plan ap-
proved under title XIX.

(b) ApProvaL.—In the case of a hospital cost control system de-
scribed in subsection (a), the requirements of section 1886(c) of the
Social Security Act which apply to States shall instead apply to
such system and, for such purposes, amy reference to a State is
deemed a reference to such system.

(c) ErFecTivE DATE.—This section shall become effective on the
date of the enactment of this Act.

SEC. 9109. FOUR-YEAR TEST FOR STATE WAIVERS FOR CERTAIN STATES.

(@) IN GENERAL.—Section 1886(c) of the Social Security Act (42
US.C. 1395ww(c) is amended by adding at the end the following
new paragraph:

“7) In the case of a State which made a request under paragraph
(5) before December 31, 1984, for the approval of a State hospital re-
imbursement control system and which request was approved—

“CA) in applying paragraphs (IXC) and (6), a reference to a
‘96-month period’ is deemed a reference to a %8-month period’,
and

“B) in order to allow the State the opportunity to provide the
assurances described in paragraph (IXC) for a 48-month period,
the Secretary may not discontinue payments under the system,
under the authority of paragraph (3XA) because the Secretary
has reason to believe that such assurances are not being (or will
not be) met, before July 1, 1986.". ]

(b) ErrecTivE DaTE.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act.
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LUATION FOR DONATIONS OF STATE PROPERTY TO
SEC. 9110, A?vsggp}z%r‘n CORPORATIONS. ' .

(@) GENERAL RuLE.—Section 1861(v)1X0) of the Social Security
Act (42 U.S.C. 1395x)1)0)) is amended— .

(1) by inserting “, except as provided in clause (iv),” in clause
(i) after “such regulations shall provide”, and
(2) by adding at the end the following new clause: )

“Gv) In the case of the transfer of a hos;_ntal from ownership by a
State to ownership by a nonprofit corporation without monetary con-
sideration, the basis for capital allowances to the new owner shall
be the book value of the hospital to the State at the time of the
transfer.”. :

(b) ErrectivE DaTE.—The amendments made by subsection (a)
shall be applied as though they were originally included in the Def-
icit Reduction Act of 1984.

SEC. 9111. PAYMENTS TO SOLE COMMUNITY HOSPITALS.

(a) ADJUSTMENT TO PAYMENT AMOUNT.—Section 1886(dXSXCXii)
of the Social Security Act (42 U.S.C. 1395ww(@5)XC)ii) is amended
by inserting after the second sentence thereof the following: “In the
case of a sole community hospital which experiences, in any cost re-
porting period after the cost reporting period which was used as the
base for determining the target amount for payments to such hospi-
tal under paragraph (1XA)G)XD), a significant increase in operating
costs attributable to the addition of new inpatient facilities or serv-
ices at such hospital (including the opening of a special care unit),
the Secretary shall provide for such adjustment to the payment
amounts under this subsection for such cost reporting period and
subsequent cost reporting periods as may be necessary to reasonably
compensate such hospital for such increased costs.”’.

(b) EFFeCcTIVE DATE.—The amendment made by this section shall
apply to payments for cost reporting periods beginning on or after
October 1, 1983, and before October I, 1989.

(c) Stupy.—The Secretary of Health and Human Services shall
conduct a study of the effects of the amendment made by subsection
(a). The Secretary shall report the results of such study, including
recommendations for a permanent mechanism to take into account
needed expansions of services by sole community hospitals and the
hospital-specific medicare payment rates thereof, to the Congress
prior to January 1, 1987.

SEC. 9112, INDIRECT TEACHING ADJUSTMENT FOR CERTAIN CLINICS.

(@) IN GENERAL—Section 602(k) of the Social Security Amend-
ments of 1983 (97 Stat. 165) is amended by inserting “(1)” after “(k)”
an‘q by adding at the end the following new paragraphs:

(2) In the case of a hospital which is receiving payments pursu-
ant to a waiver under paragraph (1), payment of the adjustment for
indirect costs of approved educational activities shall be made as if
the hospital were receiving under part A of title X VIII of the Social
Security Act all the payments which are made under part B of such
tlt‘l‘e solely by reason of such waiver.

(¥ Any waiver granted under paragraph (1) shall provide that,
with respect to those items and services billed under part B of title
XVIII of the Social Security Act solely by reason of such waiver—
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“(A) payment under such part shall be equal to 100 percent of
the reasonable charge or other applicable payment base for the
ttems and services; and

“(B) the entity furnishing the items and services must agree
to accept the amount paid pursuant to subparagraph (A) as the
full charge for the items and services.”’,

(b) EFFECTIVE DATES.—(1) Section 602(k)(2) of the Social Security
Amendments of 1983 (as added by subsection (a)) shall apply to cost
reporting periods beginning on or after January 1, 1986.

(?) Section 602(kX3) of the Social Security Amendments of 1983 (as
added by subsection (a)) shall apply to items and services furnished
after the end of the 10-day period beginning on the date of the en-
actment of this Act.

SEC. 9113. REPORT ON IMPACT OF OUTLIER AND TRANSFER POLICY ON
RURAL HOSPITALS.

(a) Review.—The Secretary of Health and Human Services shall
review the impact of policies respecting outliers and patient trans-
fers on payments under section 1886(d) of the Social Security Act to
zz)l hospitals (particularly on rural hospitals with less than 100

(&) REPORT.—The Secretary shall report to Congress on the find-
ings of the review not later than January 1, 1987, and shall include
in the report recommendations on changes in policies respecting out-
liers and patient transfers to the extent they adversely affect rural
hospitals.

SEC. 9114. INFORMATION ON IMPACT OF PPS PAYMENTS ON HOSPITALS.

(a) DiscLosUurRe oF INFORMATION.—The Secretary of Health and
Human Services shall make available to the Prospective Payment
Assessment Commission, the Congressional Budget Office, the Comp-
troller General, and the Congressional Research Service the most
current information on the payments being made under section 1886
of the Social Security Act to individual hospitals. Such information
shall be made available in a manner that permits examination of
the impact of such section on hospitals.

(b) ConFIDENTIALITY.—Information disclosed under subsection (a)
shall be treated as confidential and shall not be subject to further
disclosure in a manner that permits the identification of individual
hospitals.

SEC. 9115. SPECIAL RULES FOR IMPLEMENTATION OF SUBPART.

(a) Warver or PapErwork REpuctiON.—Chapter 35 of title 44,
United States Code, shall not apply to information required for pur-
poses of carrying out this subpart and implementing the amend-
ments made by this subpart.

() Use oF INTErIM FinaL REGULATIONS.—The Secretary of
Health and Human Services shall issue such regulations (on an in-
terim or other basis) as may be necessary to implement this subpart
and the amendments made by this subpart.
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Subpart B—Miscellaneous Provisions
SEC. 9121. RESPONSIBILITIES OF MEDICARE HOSPITALS IN EMERGENCY
CASE

EQUIREMENT OF MEDICARE HOSPITAL PROVIDER AGREE-
Mzg)Ts.R—gection 1866(a)1) of the Social Security Act (42 U.S.C.
ce(a)l) is amended—
13% g]j(bjij striking out “and” at the end of subparagraph (G),
(2) by striking out the period at the end of subparagraph (H)
and inserting in lieu thereof “ and’”’, and )
(3) by inserting after subparagraph (H) the following new sub-
paragraph: ) _
“T) in the case of a hospital, to comply with the requirements
of section 1867 to the extent applicable.”. ) '
) RequiremeNnTs.—Title XVIII of such Act is amended by in-
serting after section 1866 the following new section:

“EXAMINATION AND TREATMENT FOR EMERGENCY MEDICAL
CONDITIONS AND WOMEN IN ACTIVE LABOR

“Sec. 1867. (a) MEpICAL SCREENING REQUIREMENT.—In the case
of a hospital that has a hospital emergency department, if any indi-
vidual (whether or not eligible for benefits under this title) comes to
the emergency department and a request is made on the individual’s
behalf for examination or treatment for a medical condition, the
hospital must provide for an appropriate medical screening exami-
nation within the capability of the hospital’s emergency department
to determine whether or not an emergency medical condition (within
the meaning of subsection (e)1)) exists or to determine if the indi-
vidual is in active labor (within the meaning of subsection (eX?2).

“(b) NECESSARY STABILIZING TREATMENT FOR EMERGENCY MEDI-
caL CONDITIONS AND AcCTIVE LABOR.—

“(1) IN GENERAL.—If any individual (whether or not eligible
for benefits under this title) comes to a hospital and the hospi-
tal determines that the individual has an emergency medical
cqr;ldition or is in active labor, the hospital must provide
etther—

‘“(A) within the staff and facilities available at the hospi-
tal, for such further medical examination and such treat-
ment as may be required to stabilize the medical condition
or to provide for treatment of the labor, or

“(B) for transfer of the individual to another medical fa-
cility in accordance with subsection (c).

“(?) REFUSAL TO CONSENT TO TREATMENT.—A hospital is
deemed to meet the requirement of paragraph (1XA) with respect
to an individual if the hospital offers the individual the fur-
ther medical examination and treatment described in that
paragraph but the individual (or a legally responsible person
acting on the individual’s behalf) refuses to consent to the ex-
amination or treatment.

“‘3) REFUSAL TO CONSENT TO TRANSFER.—A hospital is
deemed to meet the requirement of paragraph (1) with respect to
an individual if the hospital offers to transfer the individual to
another medical facility in accordance with subsection (c) but
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the individual (or a legally responsible person acting on the in-
3 dividual’s behalf) refuses to consent to the transfer.
(c) RESTRICTING TRANSFERS UNTIL PATIENT STABILIZED.—

‘1 RuLe.—If a patient at a hospital has an emergency medi-
cal condition which has not been stabilized (within the mean-
ing of subsection (eX4)XB)) or is in active labor, the hospital may
not transfer the patient unless—

“CtAXi) the patient (or a legally responsible person acting
og’ the patient’s behalf) requests that the transfer be effect-
ed, or

“it) a physician (within the meaning of section
1861(rX1)), or other qualified medical personnel when a
physician is not readily available in the emergency depart-
ment, has signed a certification that, based upon the rea-
sonable risks and benefits to the patient, and based upon
the information available at the time, the medical benefits
reasonatly expected from the provision of appropriate medi-
cal treatment at another medical facility outweigh the in-
creased risks to the individual’s medical condition from ef-
fecting the transfer; and

“(B) the transfer is an appropriate transfer (within the
meaning of paragraph (2) to that facility.

‘2) APPROPRIATE TRANSFER.—An appropriate transfer to a
medical facility is a transfer—

“{A) in which the receiving facility—

“G) has available space and qualified personnel for
the treatment of the patient, and

“(ii) has agreed to accept transfer of the patient and
to provide appropriate medical treatment;

“B) in which the transferring hospital provides the re-
ceiving facility with appropriate medical records (or copies
thereof) of the examination and treatment effected at the
transferring hospital;

“C) in which the transfer is effected through qualified
personnel and transportation equipment, as required in-
cluding the use of necessary and medically appropriate life
support measures during the transfer; and

““D) which meets such other requirements as the Secre-
tary may find necessary in the interest of the health and
safety of patients transferred.

“(d) ENFORCEMENT.—

“(1) AS REQUIREMENT OF MEDICARE PROVIDER AGREEMENT.—
If a hospital knowingly and willfully, or negligently, fails to
meet the requirements of this section, such hospital is subject
to—

“(A) termination of its provider agreement under this
title in accordance with section 1866(b), or _

“(B) at the option of the Secretary, suspension of such
agreement for such period of time as the Secretary deter-
mines to be appropriate, upon reasonable notice to the hos-
pital and to the public. -

“%) CIVIL MONETARY PENALTIES.—In addition to the otl_zer

unds for imposition of a civil money penalty under section
1128A(a), a participating hospital that knowingly violates a re-
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quirement of this section and the re§ponsible physician in the

hospital with respect to such a violation are each subject, under

that section, to a civil money penalty of not more than $25,000
for each such violation. As used in the previous sentence, th,e
term ‘responsible physician’ means, with respect to a hospital’s

violation of a requirement of this section, a physician who— .

“(A) is employed by, or under contract with, the partici-
pating hospital, and

“(B) acting as such an employee or under such a contract,
has professional responsibility for the proviston of examina-
tions or treatments for the individual, or transfers of the
individual, with respect to which the violation occurred.

“3) CIVIL ENFORCEMENT.— o

“A) PERSONAL HARM.—Any individual who suffers per-
sonal harm as a direct result of a participating hospital’s
violation of a requirement of this section may, in a civil
action against the participating hospital, obtain those dam-
ages available for personal injury under the law of the
State in which the hospital is located, and such equitable
relief as is appropriate.

“B) FINANCIAL LOSS TO OTHER MEDICAL FACILITY.—Any
medical facility that suffers a financial loss as a direct
result of a participating hospital’s violation of a require-
ment of this section may, in a civil action against the par-
ticipating hospital, obtain those damages available for fi-
nancial loss, under the law of the State in which the hospi-
tal is located, and such equitable relief as is appropriate.

“(C) LIMITATIONS ON ACTIONS.—No action may be
brought under this paragraph more than two years after
the date of the violation with respect to which the action is
brought.

“te) DEFINITIONS.—In this section:

“C1) The term ‘emergency medical condition’ means a medical
condition manifesting itself by acute symptoms of sufficient se-
verity (including severe pain) such that the absence of immedi-
ate medical attention could reasonably be expected to result
in—

“A) placing the patient’s health in serious jeopardy,

“(B) serious impairment to bodily functions, or

B “(C) serious dysfunction of any bodily organ or part.

(2) The term ‘active labor’ means labor at a time at which—
::(A) delive(y is imminent,

(B) there is inadequate time to effect safe transfer to an-

ot}‘z‘er hospital prior to delivery, or

(C) a transfer may pose a threat of the health and safety

3 of the patient or the unborn child.

(3) The term ‘participating hospital’ means hospital that has
entered into a provider agreement under section 1866 and has,
under the agreement, obligated itself to comply with the re-
quirements of this section.

“(4)A) The term ‘to stabilize’ means, with respect to an emer-
gency medical condition, to provide such medical treatment of
the condition as may be necessary to assure, within reasonable
medical probability, that no material deterioration of the condi-
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tion is likely to result from the transfer of the individual from
a facility.

“(B) The term ‘stabilized’ means, with respect to an emergen-
¢y medical condition, that no material deterioration of the con-
dition is likely, within reasonable medical probability, to result
from the transfer of the individual from a facility.

“(5) The term ‘transfer’ means the movement (including the
discharge) of a patient outside a hospital’s facilities at the di-
rection of any person employed by (or affiliated or associated,
directly or indirectly, with) the hospital, but does not include
such a movement of a patient who (A) has been declared dead,
or (B) leaves the facility without the permission of any such
person.

“¥ Preemprion.—The provisions of this seciion do not preempt
any State or local law requirement, except to the extent that the re-
quirement directly conflicts with a requirement of this section.”.

(¢) EFFecTIVE DATE.—The amendments made by this section shall
take effect on the first day of the first month that begins at least 90
days after the date of the enactment of this Act.

(d) REPORT.—The Secretary of Health and Human Services shall,
not later than 6 months after the effective date described in subsec-
tion (c), report to Congress on the methods to be used for monitoring
znd enforcing compliance with section 1867 of the Social Security

cl.
SEC. 9122. REQUIREMENT FOR MEDICARE HOSPITALS TO PARTICIPATE IN
CHAMPUS AND CHAMPVA PROGRAMS.

(@) IN GENERAL.—Section 1866(a)1) of the Social Security Act (42
U.S.C. 1395¢cc(a)1) is amended—

(1) by striking out “and” at the end of subparagraph (G),

(2) by striking out the period at the end of subparagraph (H)
and inserting in lieu thereof , and”, and

(3) by inserting after subparagraph (H) the following new sub-
paragraph: .

“Q) in the case of hospitals which provide inpatient hospital
services for which payment may be made under this title, to be
a participating provider of medical care under any health plan
contracted for under section 1079 or 1086 of title 10, or under
section 613 of title 38, United States Code, in accordance with
admission practices, payment methodology, and amounts as pre-
scribed under joint regulations issued by the Secretary and by
the Secretaries of Defense and Transportation, in zmplementc,z’-
tion of sections 1079 and 1086 of title 10, United States Code.”.

(b) ErrEcTivE DATE.—The amendments made by subsection (a)
shall apply to agreements entered into or renewed on or after the
date of the enactment of this Act, but shall apply only to inpatient
hospital services provided pursuant to admissions to hospitals occur-
ring on or after January 1, 1987.

(c) REFERENCE TO StuDY REQUIRED.—For a study of the use by
CHAMPUS of the medicare prospective payment system, see section
634 of the Department of Defense Authorization Act, 1985 (Public
Law 98-525), the deadline for which is extended under section 2002
of this Act.
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Health and Human Services shall

‘odi hospitals that have
Congress periodically on the number of :
Zg}r‘r)zritnctzotedOZé7 fail‘gd to renew an agreement under sectzgr_tt 1866 :lf
the Social Security Act as a result of the add_ztzonal conditions i
posed under the amendments made by subsection (@).

 EXTENSION AND PAYMENT F OR HOSPICE CARE. ]
SEg)giéLMINATION oF SunseT.—Section 122(h)1) of the Taxg?gq}uzty
and Fiscal Responsibility Act of 1982 (P.L. 97-248, 96 Stat. d,d’z
lating to the end of the e}{fe;gt)ive date for hospice care, 1S amenae
3 aragro, —
W ”;As)u ll:g strfkirfg out “(hX1)XA) Subject to sub,}’)aragraph (B),
the’” and inserting in lieu thereof “(h)(1) The, ant,i,
(B) by striking out *, and before October 1, 1986", and

by striking out subparagraph (B).

) Iz(\?z‘kgASE IN f‘;A YMENTpOF DarLy RATES FOR HOSPICE C{lRE.—
(1) Subparagraph (B) of section 1814()X1) of the Social Security Act
(42 U.S.C. 1395f(i)(1)) is amended to read as follows:

“B) Notwithstanding subparagraph (A), for hospice care fur-
nished on or after January 1, 1986, the daily rate of payment per
day for routine home care shall be $63.17 'and the daily rate of pay-
ment for other services included in hospice care shall be the daily
rate of payment recognized under subparagraph (A) as of July 1,
1985, increased by $10.”. o .

(2) Subparagraph (C) of such section is amended by striking out
“1985” and inserting in lieu thereof “1986”.

SEC. 9124. LIMITING THE PENALTY FOR LATE ENROLLMENT IN PART A.

(a) LimMiTiING PENALTY TO 10 PERCENT AND TWICE THE PERIOD
Durine Wurca Notr ENroLLED.—Section 1818(c) of the Social Secu-
rity Act (42 U.S.C. 1395i-2(c)) is amended—

(1) by striking out “and’” at the end of paragraph (5),

(2) by striking out the period at the end of paragraph (6) and
inserting in lieu thereof *; and’’, and

(3) by adding at the end the following new paragraph:

“47) any percent increase effected under section 1839(b) in an
individual’s monthly premium may not exceed 10 percent and
shall only apply to premiums paid during a period equal to
twice the number of months in the full 12-month periods de-
scribed in that section.”.

(b) EFrFecTIVE DATE.—(1) The amendment made by subsection
S(gg? shall apply to premiums paid for months beginning with April

(2) In applying that amendment, months (before, during, or after
April 1986) in which an individual was required to pay a premium
increased under the section that was so amended shall be taken into
account in determining the month in which the premium will no
longer be subject to an increase under that section as so amended.
SEC. 9125. PROMULGATION OF INPATIENT HOSPITAL DEDUCTIBLE.

(a) CHANGE IN DEADLINE.—Section 1813(b)(2) of the Social Securi-
ty Act (42 U.S.C. 1395e(b)2)) is amended by striking out “October 1”
and inserting in lieu thereof “September 15”. )

(b) EFFECTIVE DATE.—The amendment made by this section shall
apply to calendar years after 1985.

(d) ReporT.—The Secretary of
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SEC. 9126. ACCESS TO SKILLED NURSING FACILITIES.

(a) OPTIONAL PROSPECTIVE RATES FOR CERTAIN SKILLED Nursine
FaciLiries.—Section 1888 of the Social Security Act (42 US.C
{5?.95yy) is amended by adding at the end the following new sybsec.

ion:

“dX1) Any skilled nursing facility may choose to be pq;
this subsection on the basis of a prospective payment forpallldr;tunt?rfg
service costs (and capital-related costs) of extended care services pro-
vided in a fiscal year if such facility had, in the Ppreceding fiscal
year, fewer than 1,500 patient days with respect to which payments
were made under this title. Such prospective payment shall be in
lieu of payments which would otherwise be made for routine service
costs pursuant to section 1861(v) and subsections (a) through (c) of
this section and capital-related costs pursuant to section 1861(v).
This subsection shall not apply to a facility for any fiscal year im-
mediately following a fiscal year in which such facility had 1,500 or
more patient days with respect to which payments were made under
this title, without regard to whether payments were made under
this subsection during such preceding fiscal year.

“C2XA) The amount of the payment under this section shall be de-
termined on a per diem basis.

“(B) Subject to the limitations of subparagraph (C), for skilled
nursing facilities located—

1) in an urban area, the amount shall be equal to 105 per-
cent of the mean of the per diem reasonable routine service and
capital-related costs of extended care services for skilled nursing
facilities in urban areas within the same region, deiermined
without regard to the limitations of subsection (a) and adjusted
for different area wage levels, and

‘i) in a rural area the amount shall be equal to 105 percent
of the mean of the per diem reasonable routine service and cap-
ital-related costs of extended care services for skilled nursing fa-
cilities in rural areas within the same region, determined with-
out regard to the limitations of subsection (a) and adjusted for
different area wage levels.

“C) The per diem amounts determined under subparagraph (B)
shall not exceed the limit on routine service costs determined under
subsection (a) with respect to the facility, adjusted to take into ac-
count average capital-related costs with respect to the type and loca-
tion of the facility.

“(3) For purposes of this subsection, urban and rural areas shall
be determined in the same manner as for purposes of subsection (a),
and the term ‘region’ shall have the same meaning as under section
1886(dX2)D).

“%) The Secretary shall establish the prospective payment
amounts for each fiscal year at least 90 days prior to the beginning
of such fiscal year, on the basis of the most recent data available for
a 12-month period. A skilled nursing facility must notify the Secre-
tary of its intention to be paid pursuant to this subsection for a
fiscal year within 60 days after the Secretary establishes the final
prospective payment amounts for such fiscal year.

“) The Secretary shall provide for a simplified cost report to be
filed by facilities being paid pursuant to this subsection, which
shall require only the cost information necessary for determining
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prospective payment amounts pursuant to paragraph (%) and reason-

illary services. ' '
ab‘l‘?ﬁjo;rtf l(;/;? rg;” pagnent on a cost basis for ancillary services pro-
vided by a facility which is being paid pursuant to this subsectzzrl;,
the Secretary may pay for such ancillary services on a reasonable
charge basis if the Secretary determines that such payment basis

will provide an equitable level of reimbursement and will ease the
ting burden of the facility.”.

re}()l()))r ;;lgBLlItC".A;IONf oF DATA RELATING TO ADJUSTMENTS TO SNF

Limirs.—Section 1888(c) of such Act is amended by adding at the

end thereof the following: “The Secretary shall publtsh the data

and criteria to be used for purposes of this subsection on an annual

»

basis.”.
(c) REINSTATEMENT OF WAIVER OF LiaBiLity PRESUMPTION.—The

Secretary of Health and Human Services shall, for purposes of de-
termini’r?g Llf)hether payments to a skilled nursing facility should be
denied pursuant to section 1862(@)1)XA) of the Social Security Act,
apply the same presumption of compliance (5 percent) as in effect
under regulations as of July 1, 1985. Such presumption shall apply
for the 30-month period beginning with the first month beginning
after the date of the enactment of this Act. ‘

(d) EFrecTIVE DATES.—(1) The amendment made by subsection (a)
shall apply to fiscal years beginning on or after October 1, 1986.

(2) The amendment made by subsection (b) shall become effective
on the date of the enactment of this Act.

SEC. 9127. ADDITIONAL MEMBERS OF PROSPECTIVE PAYMENT ASSESSMENT
COMMISSION.

(a) ExpansioN oF MEMBERSHIP.—Section 1886(e)(6XA) of the
Social Security Act (42 U.S.C. 1395ww(e)6)(A)) is amended by strik-
inglsqyt “15 individuals” and inserting in lieu thereof “17 individ-
uals’.

(b) AppoINTMENTS.—The Director of the Congressional Office of
Technology Assessment shall appoint the two additional members of
the Prospective Payment Assessment Commission, as required by the
amendment made by subsection (a), no later than 60 days after the
date of the enactment of this Act, for terms of three years.

SEC. 9128. SENSE OF THE SENATE WITH RESPECT TO INPATIENT HOSPITAL
DEDUCTIBLE.

In view of the $92 Medicare hospital deductible increase that will
8o into effect January 1, 1986, it is the sense of the Senate that the
Committee on Finance should report legislation which will reform
calculatzor; of the annual increase in such deductible so that it is
m_(t)rtlas consistent with annual increases in Medicare payments to hos-
pitals.

SEC. 9129. MEDICARE COVERAGE OF STATE AND LOCAL EMPLOYEES,

For provision providing for medicare coverage of certain State and
local employees, see section 13205 of this Act.
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PART 2—PROVISIONS RELATING TO PARTS A AND
B OF MEDICARE

Subpart A—Payment-related Provisions

SEC. 9201. EXTENSION OF WORKING AGED PROVISION,

(a) EXTENSION OF SECONDARY PAYOR STATUS BEYOND AGE 69.—
Section 1862(bX3XA) of the Social Security Act (42 US.C
1395y(bX3XA)) is amended—

(1) in clause (i), by striking out “who is under 70 years of
age during any part of such month” and “, if the spouse is
under 70 years of age during any part of such month”, and

(2) in clause (iii), by striking out “and ending with the
month before the month in which such individual attains
the age of 70"

(b) EXTENSION OF AGE DISCRIMINATION PROVISIONS.—

(1) Section }(gX1) of the Age Discrimination in Employment
Act of 1967 (29 US.C. 623(g)1) is amended by striking out
“through 69’ and inserting in lieu thereof “or older” each place
it appears.

(2) Section 12(a) of such Act (29 U.S.C. 631(a)) is amended by
inserting “(except the provisions of section 4(g)”’ after “Act”’.

(3) Section 4 of such Act (29 U.S.C. 623) is amended by redes-
ignating the second subsection (g), added by section 802 of the
Older Americans Act Amendments of 1984, as subsection (h).

(c) CONFORMING AMENDMENTS.—

(1) SPECIAL ENROLLMENT PERIOD.—Paragraph (3) of section
1837G) of the Social Security Act (42 U.S.C. 1395p(iX3) is
amended to read as follows: ,

“(3) The special enrollment period referred to in paragraphs (1)
ard (2) is the period beginning with the first day of the first month
in which the individual is no longer enrolled in a group health
plan described in section 1862b)X3)(A)iv) by reason of current em-
ployment and ending seven months later.”.

(2) EFFECTIVE DATE OF ENROLLMENT.—Subsection (e) of sec-
tion 1838 of the Social Security Act (42 U.S8.C. 1395q) is amend-
ed to read as follows:

“le) Notwithstanding subsection (a), in the case of an individual
who enrolls during a special enrollment period pursuant to section
1837GX3)— .

“1) in the first month of the special enroliment period, the
coverage period shall begin on the first day of that month, or

‘%) in a _month after the first month of the special enroll-
ment period, the coverage period shall begin on the first day of
the month following the month in which the individual so en-
rolls.”

(d) ErrecTIVE DATES.—(1) The amendments made by subsection
(@) shall apply with respect to items and services furnished on or
after March 1, 1986.

(2) The amendments made by subsections (b) and (c) shall become
effective on March 1, 1986.
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SEC. 9202. PAYMENTS TO HOSPITALS FOR DIRECT COSTS OF MEDICAL EDU.
CATI

DICARE PAYMENT METHODOLOGY.—Section 1886 of the

So(caileﬂ.gi'urity Act (42 UbS-C- 1395ww) is amended by adding at the
ing new subsection:

em‘i‘(lzw léilllfilu;vis FOR Direcr GRADUATE MEDICAL EDUCATION
Costs. “(1) SUBSTITUTION OF SPECIAL PAYMENT RULES.—Notwith-
standing section 1861(v), instead of any amounts that are other-
wise payable under this title with respect to the reasonable costs
of hospitals for direct graduate medical education costs, the
Secretary shall provide for payments for such costs in accord-
ance with paragraph (3) of this subsection. In providing for
such payments, the Secretary shall provide for an allocation of
such payments between part A and part B (and the trust funds
established under the respective parts) as reasonably reflects the
proportion of direct graduate medical education costs of hospi-
tals associated with the provision of services under each respec-
tive part.

‘“9) DETERMINATION OF HOSPITAL-SPECIFIC APPROVED FTE
RESIDENT AMOUNTS.—The Secretary shall determine, for each
hospital with an approved medical residency training program,
an approved FTE resident amount for each cost reporting period
beginning on or after July 1, 1985, as follows:

“C(A) DETERMINING ALLOWABLE AVERAGE COST PER FTE
RESIDENT IN A HOSPITAL'S BASE PERIOD.—The Secretary
shall determine, for the hospital’s cost reporting period that
began during fiscal year 1984, the average amount recog-
nized as reasonable under this title for direct graduate
medical education costs of the hospital for each full-time-
equivalent resident.

“{B) UPDATING TO THE FIRST COST REPORTING PERIOD.—

‘(i) IN GENERAL.—The Secretary shall update each
average amount determined under subparagraph (A) by
the percentage increase in the consumer price index
during the 12-month cost reporting period described in
such subparagraph.

“(ii) ExCEPTION.—The Secretary shall not perform an
update under clause (i) in the case of a hospital if the
hospital’s reporting period, described in subparagraph
944)1,9ge4gan on or after July 1, 1984, and before October

(C) AMOUNT FOR FIRST COST REPORTING PERIOD.—For
the first cost reporting period of the hospital beginning on
or after e_Iuly ], 1985, the approved FTE resident amount for
the hospital is equal to the amount determined under para-
grt‘zph (B) increased by 1 percent.

(D) AMOUNT FOR SUBSEQUENT COST REPORTING PERI-
oDs.—For each subsequent cost reporting period, the ap-
proved FTE resident amount for the hospital is equal to the
amount determined under this paragraph for the previous
cost reporting period updated, through the midpoint of the
period, by projecting the estimated percentage change in the
consumer price index during the 12-month period ending at
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that midpoint, with appropriate adjustments to reflect pre-
vious under- or over-estimations under this subparagraph
in dihe projected percentage change in the consumer price
index.

‘(E) TREATMENT OF CERTAIN HOSPITALS.—In the case of a
hospital that did not have an approved medical residency
training program or was not participating in the program
under this title for a cost reporting period beginning during
fiscal year 198}, the Secretary shall, for the first such
period for which it has such a residency training program
and is participating under this title, provide for such ap-
proved FTE resident amount as the Secretary determines to
be appropriate, based on approved FTE resident amounts
for comparable programs.

%) HOSPITAL PAYMENT AMOUNT PER RESIDENT.— '

“c4) IN GENERAL.—The payment amount, for a hospital
cost reporting period beginning on or after July 1, 1985, is
equal to the product of— ] )

“i) the aggregate approved amount (as defined in
subparagmph (B)) for that period, and
“ij) the hospital’s medicare patient load (as defined

in subparagmph (C)) for that period. .

““B) AGGREGATE APPROVED AMOUNT.—As used in sub-
paragraph (A ), the term ‘aggregate approved amount’
means, for a hospital cost reporting period, the product of—

‘i) the hospital’s approved FTE resident amount (de-
termined under paragraph (2)) for that period, and
“6Gi) the weighted average number of full-time-equiv-
alent residents (as determined under paragraph (4)) in
the hospital’s app_ro;ed medical residency training pro-
; eriod.

u(g;u A’;;D%:ggiﬁrlﬁ'zvl‘ L_OAI).—A.:; used in sybparagraph
(A), the term ‘medicare patient load means,_wzth respect to
a l’wspi tal’s cost reporti”g period, the fraction of the total
number of inpatient-bed‘da-}.'s (as established by the Secre-
tary) during the period which are attributable to patients
with respect to whom payment may be made under part A.

“(4) DETERMINATION OF FU. -TIME-EQUIVALENT RESIDENTS.—
* “A) Rurgs.—The Secretaly, shall establish rules consist-

ent with this pa ph for the computation of the number

of full-time-equivalent reside”ts in an approved medical

res‘f(déz)ncz ;%g’g;i;;o%‘; ‘pART-YEAR OR PART-TIME RESI-
DENTS.—Such rules shall take int0 account individuals
who serve as residents for only @ P o;:z;)’:z azf O"lzep‘;l" tod tw ;th a
hospital or simultaneously with ™2 TAIN RESIDE?\"?‘ iS b
"(C) WEIGHTING FACTORS ‘I}’;OR f:s'ﬂshall provide ii calléu:
Ject to subparagraph (E), such rut€® . A ;
lating the number of full-time-eq”walent residents in an
roved residency program— : .
approve i) be forec}u}l,y Ig”‘; 986, for each resident the weight-
ing factor is 1.00,
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“i) on or after July 1, 1986, for a resident who is in

the resident’s initial resi;fencyfpert'wd_ (?soodeﬂned in
aragraph (5X(F)), the weighting factor is 1.U0,

d “(iéiri) l:)n or after July 1, 1986, and l)_efore,Jyly_I,
1987, for a resident who is not in the resident’s initial
residency period (as_defined in paragraph (5)F)), the
weighting factor is .75, and ) )

“tiv) on or after July 1, 1987, for a rgszdent wh_o is
not in the resident’s initial residency period (as defined
in paragraph (5)F)), the weighting factor is .50.

““E) FOREIGN MEDICAL GRADUATES REQUIRED TO PASS

FMGEMS EXAMINATION.— . _ 3
“t) IN GENERAL.—Except as provided in clause (ii),
such rules shall provide that, in the case of an individ-
ual who is a foreign medical graduate (as defined in
paragraph (5)XD)), the individual shall not be counted
as a resident on or after July 1, 1986, unless—
“I) the individual has passed the FMGEMS ex-
amination (as defined in paragraph (5)E)) before
July 1, 1986, or
“II) the individual is unable to take that exami-
nation because the individual has previously re-
ceived certification from, or has previously passed
the examination of, the Educational Commission
for Foreign Medical Graduates.
“(ii) TRANSITION FOR CURRENT FMGS.—On or after
July 1, 1986, in the case of a foreign medical graduate
who—
“eD) has served as a resident before July 1, 1986,
and is serving as a resident after that date, but
“II) has not passed the FMGEMS examination
before July 1, 1986,
the individual shall be counted as a resident at a rate
equal to one-half of the rate at which the individual
would otherwise be counted.
“(5) DEFINITIONS AND SPECIAL RULES.—As used in this subsec-
tion:

“YfA) APPROVED MEDICAL RESIDENCY TRAINING PRO-
GraM.—The term ‘approved medical residency training pro-
gram’ means a residency or other postgraduate medical
training program participation in which may be counted
toward certification in a specialty or subspecialty and in-
cludes formal postgraduate training programs in geriatric
medicine approved by the Secretary.

“(B) CONSUMER PRICE INDEX.—As used in this paragraph,
the term ‘consumer price index’ refers to the Consumer
Price Index for All Urban Consumers (United States city
average), as published by the Secretary of Commerce.

“(C) DIRECT GRADUATE MEDICAL EDUCATION cOSTS.—The
term ‘direct graduate medical education costs’ means direct
costs of approved educational activities for approved medi-
cal residency training programs.
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“‘D) ForEIGN MEDICAL GRADUATE.—The term ‘foreign
rr;edical graduate’ means a resident who is not a graduate
0 e—

“G) a school of medicine accredited by the Liaison
Committee on Medical Education of the American
Medical Association and the Association of American
Medical Colleges (or approved by such Committee as
meejing the standards necessary for such accredita-
tion),

“Gii) a school of osteopathy accredited by the Ameri-
can Osteopathic Association, or approved by such Asso-
ciation as meeting the standards necessary for such ac-
creditation, or

“(iii) a school of dentistry or podiatry which is ac-
credited (or meets the standards for accreditation) by
an organization recognized by the Secretary for such
purpose.

“(B) FMGEMS EXAMINATION.—The term ‘FMGEMS cx-
amination’ means parts I and II of the Foreign Medical
Graduate Examination in the Medical Sciences recognized
by the Secretary for this purpose.

“F) INITIAL RESIDENCY PERIOD.—The term ‘initial resi-
dency period’ means the period of board eligibility plus one
year, except that—

“i) except as provided in clause (ii), in no case shall
the initial period of residency exceed an aggregate
period of formal training of more than five years for
any individual, and

“6ii) a period, of not more than two years, during
which an individual is in a geriatric residency or fel-
lowship program which meets such criteria as the Sec-
retary may establish, shall be treated as part of the ini-
tial residency period, but shall not be counted against
any limitation on the initial residency period.

The initial residency period shall be determined, with re-
spect to a resident, as of the time the resident enters the
residency training program.

“lG) PERIOD OF BOARD ELIGIBILITY.—

“(i) GENERAL RULE.—Subject to clauses (i) and (iii),
the term ‘period of board eligibility’ means, for a resi-
dent, the minimum number of years of formal training
necessary to satisfy the requirements for initial board
eligibility in the particular specialty for which the resi-
dent is training.

“(ii) APPLICATION OF 1985-1986 DIRECTORY.—Except
as provided in clause (iii), the period of board eligibil-
ity shall be such period specified in the 1985-1986 Di-
rectory of Residency Training Programs published by
the Accreditation Council on Graduate Medical Educa-
tion.

“(iii) CHANGES IN PERIOD OF BOARD ELIGIBILITY.—On
or after July 1, 1989, if the Accreditation Council on
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Graduate Medical Education, in its Directory of Resi-
dency Training Programs—

“I) increases the minimum number of years of
formal training necessary to satisfy the require-
ments for a specialty, above the period specified in
its 1985-1986 Directory, the Secretary may increase
the period of board eligibility for that sReqqu_ty,
but not to exceed the period of board eligibility
specified in that later Directory, or

“II) decreases the minimum number of years of
formal training necessary to satisfy the require-
ments for a specialty, below the period specified in
its 1985-1986 Directory, the Secretary may decrease
the period of board eligibility for that specialty,
but not below the period of board eligibility speci-
fied in that later Directory. '

“‘H) ResipENT.—The term ‘resident’ includes an intern
or other participant in an approved medical residency
training program.’. .

(b) EFrecTIVE DATE.—The amendment made by 'subsectzon (@)
shall apply to hospital cost reporting periods beginning on or after
July 1, 1985.

(c) Stupies By SECRETARY.—(1) The Secretary of Health and
Human Services shall conduct a study with respect to approved edu-
cational activities relating to nursing and other health professions
for which reimbursement is made to hospitals under title XVIII of
the Social Security Act. The study shall address—

(A) the types and numbers of such programs, and number of
students supported or trained under each program;

(B) the fiscal and administrative relationships between the
hospitals involved and the schools with which the programs
and students are affiliated; and

(C) the types and amounts of expenses of such programs for
which reimbursement is made, and the financial and other con-
tributions which accrue to the hospital as a consequence of
having such programs.

The Secretary shall report the results of such study to the Commit-
tee on Finance of the Senate and the Committees on Ways and
Means and Energy and Commerce of the House of Representatives
prior to December 31, 1987,
_ (2) The Secretary shall conduct a separate study of the advisabil-
ity of continuing or terminating the exception under section
1886(h)SNF)ii) of the Social Security Act for geriatric residencies
and fellowships, and of expanding such exception to cover other
educational activities, particularly those which are necessary to
meet the projected health care needs of Medicare beneficiaries. Such
study shall also examine the adequacy of the supply of faculty in
the field of geriatrics. The Secretary shall report the results of such
.;fglfg%y to the committes described in paragraph (1) prior to July 1,
(d) GAO Stupy.—(1) The Comptroller General shall conduct a
study of the variation in the amounts of payments made under title
XVIII of the Social Security Act with respect to patients in different
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teaching hospital settings and in the amounts of such payments
which are made with respect to patients who are treated in teaching
and nonteaching hospital settings. Such study shall identify the
components of such payments (including payments with respect to
inpatient hospital services, physicians’ services, and capital costs,
and, in the case of teaching hospital patients, payments with respect
to direct and indirect teaching costs) and shall account, to the
extent feasible, for any variations in the amounts of the payment
components between teaching and nonteaching settings and among
different teaching settings.

(2) In carrying out such study, the Comptroller General may uti-
lize a sample of hospital patients and any other data sources which
he deems appropriate, and shall, to the extent feasible, control for
differences in severity of illness levels, area wage levels, levels of
Dphysician reasonable charges for like services and procedures, and
for other factors which could affect the comparability of patients
and of payments between teaching and nonteaching settings and
among teaching settings. The information obtained in the study
shall be coordinated with the information obtained in conducting
the study of teaching physicians’ services under section 2307(c) of
the Deficit Reduction Act of 198).

(3) The Comptroller General shall report the results of the study
;o the committees described in subsection (c)1) prior to December 31,

987.

(¢) RepOoRT ON UNIFORMITY OF APPROVED FTE RESIDENT
Amounts.—The Secretary of Health and Human Services shall
report to the committees described in subsection (c)1), not later than
December 31, 1987, on whether section 1886(h) of the Social Security
Act should be revised to provide for greater uniformity in the ap-
proved FTE resident amounts established under paragraph (2) of
that section, and, if so, how such revisions should be implemented.

() Stupy oN FOREIGN MEDICAL GRADUATES.—The Secretary of
Health and Human Services shall study, and report to the commit-
tees described in subsection (cX1), not later than December 31, 1987,
respecting the use of physicians who are foreign medical graduates
(within the meaning of section 1886(h)X5)XD) of the Social Security
Act) in the provision of health care services (particularly inpatient
and outpatient hospital services) to medicare beneficiaries. Such
study shall evaluate—

(1) the types of services provided; )

(9) the cost of providing such services, relative to the cost of
other physicians providing the services or other approaches to
providing the services; ) .

(3) any deficiencies in the quality of the services provided,
and methods of assuring the quality of such services; and

(4) the impact on costs of and access to services if medicare
payment for hospitals’ costs of graduate medical education of
foreign medical graduates were phased out.

(g) EstaBLISHING PHYSICIAN IDENTIFIER SYSTEM.—The Secretary
of Health and Human Services shall establish a system, for imple-
mentation not later than July 1, 1987, which provides for a unique
identifier for each’ physician who furnishes services for which pay-
ment may be made under title XVIII of the Social Security Act.
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(h) PAPERWORK REDUCTION.—CI_zapter 35 of title 44, United States
Code, shall not apply to information required for purposes of carry-
ing out this section and the amendments made by this section.

(i) PROHIBITING A Linit ON INCREASES O~ DirecT MEDICAL Epv-
carion Costs.—(1) Section 1861(w)1) of the Social Security Act (42
US.C. 1395x(v)(1)), as amended by section 9107(®) of this title, is fur-
ther amended by adding at the end the following new subpara-
grq%} Except as otherwise explicitly authorized, the Secretary is not
authorized to limit the rate of increase on allowable costs of ap-

roved medical educational activities.”

d (2) The amendment made by paragraph (1) shall apply to cost re-
porting periods beginning on or after July 1, 1985.

() SPECIAL TREATMENT OF STATES ForMmERLY UNDER WAIVER.—
In the case of a hospital in a State that has had a waiver approved
under section 1886(c) of the Social Security Act, for cost reporting
periods beginning on or after January 1, 1986, if the watver is termi-
nated—

(1) the Secretary of Health and Human Services shall permit
the hospital to change the method by which it allocates admin-
istrative and general costs to the direct medical education cost
centers to the method specified in the medicare cost report;

(2) the Secretary may make appropriate adjustments in the re-
gional adjusted DRG prospective payment rate (for the region in
which the State is located), based on the assumption that all
teaching hospitals in the State use the medicare cost report; and

(3) the Secretary shall adjust the hospital-specific portion of
payment under section 1886(d) of such Act for any such hospital
that actually chooses to use the medicare cost report.

The Secretary shall implement this subsection based on the best
available data.

SEC. 9203. PAYMENT FOR HOME HEALTH SERVICES.

(a) LIMITATIONS ON PAYMENT FOR HOME HEALTH SERVICES.—Sec-
tion 1861(vX1)XL) of the Social Security Act (42 U.S.C. 1395x(v)1XL))
is amended by striking out “the 75th percentile” and all that fol-
lows through ‘“as the Secretary may determine.” and inserting in
lieu thereof “for cost reporting periods beginning on or after—

“) July 1, 1985, and before July 1, 1986, 120 percent,

“Gi) July 1, 1986, and before July 1, 1987, 115 percent, or

“Gii) July 1, 1987, 112 percent,
of the mean of the labor-related and nonlabor per visit costs for free
standing home health agencies. Such limitations shall be applied
on an aggregate basis for the agency, rather than on a discipline-
specific basis, with appropriate adjustment for administrative and
general costs of hospital-based agencies.”.

(b) GAO ReporT.—The Comptroller General shall study and
report to Congress, not later than September 1, 1986, on the appro-
priateness of applying the per visit cost limits for home health serv-
ices under the medicare program on a discipline-specific basis,
rather than on an aggregate basis for all home health services fur-
nished by an agency.
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(c) EFFECTIVE DATE.—The amendment made by subsection (a)

:;'I‘;gél apply to cost reporting periods beginning on or after July 1,

SEC. 9204. MORATORIUM ON LABORATORY PAYMENT DEMONSTRATION,

(@) MORATORIUM.—Prior to January 1, 1987, the Secretary of
Health and Human Services shall not conduct any demonstration
projects relating to competitive bidding as a method of purchasing
laboratory services under title XVIII of the Social Security Act. The
Secretary may contract for the design of, and site selection for, such
demonstration projects.

(b) CooPERATION IN STUDY.—The Secretary of Health and Human
Services and the Comptroller General shall assist representatives of
clinical laboratories in the industry’s conduct of a study to deter-
mine whether methods exist which are better than competitive bid-
ding for purposes of utilizing competitive market forces in setting
payment levels for laboratory services under title XVIII of the
Social Security Act. If such a study is conducted by the clinical lab-
oratory industry, the Secretary and the Comptroller General shall
comment on such study and submit such comments and the study to
the Senate Committee on Finance and the House Committees on
Ways and Means and Energy and Commerce.

SEC. 9205. HOME HEALTH WAIVER OF LIABILITY.

The Secretary of Health and Human Services shall, for purposes
of determining whether payments to a home health agency should
be denied pursuant to section 1862(a)1)(A) of the Social Security
Act, apply a presumption of compliance (2.5 percent) in the same
manner as under the regulations in effect as of July 1, 1985. Such
presumption shall apply until 12 months after the date on which
ten regional intermediaries have commenced operations to service
home health agencies, as required under section 1816(eX}) of the
Social Security Act.

Subpart B—Other Provisions

SEC. 9211. PROVISIONS RELATING TO HEALTH MAINTENANCE ORGANIZA-
TIONS AND COMPETITIVE MEDICAL PLANS.

(a) FINANCIAL RESPONSIBILITY FOR PATIENTS HOSPITALIZED ON
THE EFFECTIVE DATE OF AN ENROLLMENT OR DISENROLLMENT.—(1)
Subsection (c) of section 1876 of the Social Security Act (42 U.S.C.
1395mmy) is amended by adding at the end the following new para-

h:
gny(:n A risk-sharing contract under this section shall provide that
in the case of an individual who is receiving inpatient hospital serv-
ices from a subsection (d) hospital (as defined in section
1886(dX1XB)) as of the effective date of the individual’s— _

“CA) enrollment with an eligible organization under this sec-
tion—

“() payment for such services until the date of the indi-
vidual’s discharge shall be made under this title as if the
individual were not enrolled with the organization, )

“(i) the organization shall not be financially responsible
for payment for such services until the date after the date
of the individual’s discharge, and
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“(iii) the organization shall nonethele.s:s be_z paid the fu{l
amount otherwise payable to the organization under this

section; or ) o o
““B) termination of enrollment with an eligible organization

r this section— . ;
unde “4) the organization shall be financially responszb_le for
payment for such services after such date and until the
date of the individual ’s dzschqrge, .
“(i) payment for such services during the stay shall not
be made under section 1886(d), and .
“Gii) the organization shall not receive any payment with
respect to the individual under this section during the
period the individual is not enrolled. ", .

(2) Subsection (a)X3) of such section is amended by striking out
“Pgyments” and inserting in lieu thereof “Subject to subsection
¢)7), payments”. .

‘ 2‘)’) §u%section (@)(6) of such section is amended by striking out
“If” and inserting in lieu thereof “Subject to subsection (cX7), if”.

(b) DISENROLLMENTS.— _

(1) EFrecTivE DATE.—Subsection (c)3)B) of such section is
amended by striking out “a full calendar month after” and in-
serting in lieu thereof ‘‘the date on which’.

(2) INFORMATION.—Such subsection is further amended by
adding at the end the following: “In the case of an individual’s
termination of enrollment, the organization shall provide the
individual with a copy of the written request for termination of
enrollment and a written explanation of the period (ending on
the effective date of the termination) during which the individ-
ual continues to be enrolled with the organization and may not
receive benefits under this title other than through the organi-
zation.”.

(c) REVIEW OF MARKETING MATERIAL.—Subsection (cX3XC) of such
section is amended by adding at the end the following: “No bro-
chures, application forms, or other promotional or informational
material may be distributed by an organization to (or for the use of)
individuals eligible to enroll with the organization under this sec-
tion unless (i) at least 45 days before its distribution, the organiza-
tion has submitted the material to the Secretary for review and (ii)
the Secretary has not disapproved the distribution of the material.
The Secretary shall review all such material submitted and shall
dtsapprqve such material if the Secretary determines, in the Secre-
tary’.‘s' discretion, that the material is materially inaccurate or mis-
leading or otherwise makes a material misrepresentation.”,

@) Prompr PuBLICATION OF AAPCC.—Subsection (a)1)XA) of such
section is amended by inserting after “The Secretary shall annually
determine” the following: “, and shall publish not later than Sep-
tember 7 before the calendar year concerned”.

(e) EFFECTIVE DATES.—

(1) FINANCIAL RESPONSIBILITY.—The amendments made by
subsection (a) shall apply to enrollments and disenrollments
leqt ji)ecome effective on or after the date of the enactment of

s Act.
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(2) DISENROLLMENTS.—The amendments made by subsection
(b) shall apply to requests for termination of enrollment submit-
ted on or after February 1, 1986.

(3) MATERIAL REVIEW.—(A) The amendment made by subsec-
tion (c) shall not apply to material which has been distributed
before April 1, 1986.

(B) Such amendment also shall not apply so as to require the
:;'I;g?isswn of material which is distributed before April 1,

(C) Such amendment shall also not apply to material which
the Secretary determines has been prepared before the date of
the enactment of this Act and for which a commitment for dis-
tribution has been made, if the application of such amendment
would constitute a hardship for the organization involved.

(4) PuBLICATION.—The amendment made by subsection (d)
shall apply to determinations of per capita rates of payment for
1987 and subsequent years.

(5) NECESSARY MODIFICATION OF CONTRACTS.—The Secretary
of Health and Human Services shall provide for such changes
in the risk-sharing contracts which have been entered into
under section 1876 of the Social Security Act as may be neces-
sary to conform to the requirements imposed by the amend-
ments made by this section on a timely basis.

SEC. 9212. CHANGING MEDICARE APPEAL RIGHTS.

(a) PERMITTING PROVIDER REPRESENTATION OF BENEFICIARIES.—
Section 1869(bX1) of the Social Security Act (42 U.S.C. 1395ff(bX1)) is
amended by adding at the end the following new sentence: “Sections
206(a), 1102, and 1871 shall not be construed as authorizing the Sec-
retary to prohibit an individual from being represented under this
subsection by a person that furnishes or supplies the individual, di-
rectly or indirectly, with services or items solely on the basis that
the person furnishes or supplies the individual with such a service
or item.”.

(b) REview oF PArRT B DETERMINATIONS.—(1) Section 1869 of such
Act (42 US.C. 1395fP is further amended—

(A) by inserting “or jpart B” in subsection (a) after “amount of
benefits under part A",
’(,B) by inserting “or part B” in subsection (bX1XC) after “part

(C) by amending paragraph (2) of subsection (b) to read as fol-
lows:
" *{9) Notwithstanding paragraph (1IXC), in the case of a claim aris-
l A
" “(A) under part A, a hearing shall not be available to an in-
dividual under paragraph (I1XC) if the amount in controversy is
less than $100 and judicial review shall not be available to the
individual under that paragraph if the amount in controversy
is less than $1,000; or _ ) _ _
“B) under part B, a hearing shall not be available to an in-
dividual under paragraph (IXC) if the amount in controversy is
less than $500 and judicial review shall not be available to the
individual under that paragraph if the aggregate amount in
controversy is less than $1,000.
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ining the amount in controversy, the Secretary, under reg-

{tr;atff;fgnshalél, allow two or more claims to be aggregated if the

claims involve the delivery of similar or related services to tﬁe same

individual or involve common issues of law gnd fact arising from
services furnished to two or more individuals.”, and .
(D) by adding at the end the following new paragraph:

“<3) Paragraph (1) shall not be construed as authorizing any ad-
ministrative law or other judge to review any national coverage de-
termination under section 1862(a)1) respecting whether or not a par-
ticular type or class of items or seruvices s covered under this title.”.

(2) Section 1842(B)3)C) of such Act (42 U.S.C. 1395u(b)3)C)) is
amended by striking out “$100 or more” and inserting in lieu there-
of “at least $100, but not more than $500". .

(8) Section 1879(d) of such Act (42 U.S.C. 1395pp(d)) is amend«(e‘d by
striking out “section 1869(b)” and all that follows through “part
B)” and inserting in lieu thereof “sections 1869(b) and 1842(b)3)XC)
as may be applicable)”. '

‘ (c) E%FECTII’{/)E Dates.—(1I) The amendment made by subsection (a)
takes effect on the date of the enactment of this Act. .

(2) The amendments made by subsection (b) shall apply to items
and services furnished on or after January 1, 1986.

SEC. 9213. REMOVAL OF PROHIBITION ON COMMENTS BY MEDICARE AND
SOCIAL SECURITY ACTUARIES RELATING TO ECONOMIC AS-
SUMPTIONS.

(a) FEDERAL OLD-AGE AND DISABILITY INSURANCE TRUST FUND.—
Section 201(c) of the Social Security Act (42 U.S.C. 401(c) is amend-
ed by striking out “ Provided, That the certification shall not refer
to economic assumptions underlying the Trustee’s report, and shall”
and inserting in lieu thereof “. Such report shall”.

(b) MeDICARE TRUST FUNDS.—Sections 1817(b) and 1841(b) of such
Act (42 U.S.C. 13951(b), 1395t(b)) are each amended by striking out
“: Provided, That the certification shall not refer to economic as-
sumptions underlying the Trustee’s report”,

(¢c) EFFeCcTIVE DATE.—The amendments made by this section shall
become effective on the date of the enactment of this Act.

SEC. 9214. Llﬁggg}gON ON MERGER OF END STAGE RENAL DISEASE NET-

The Secretary of Health and Human Services shall maintain
renal disease network organizations as authorized under section
1881(c) of the Social Security Act, and may not merge the network
organizations into other organizations or entities. The Secretary may
consolidate such network organizations, but only if such consolida-

tiqn does not result in fewer than 14 such organizations being per-
mitted to exist.

SEC. 9215. EXTENSION OF CERTAIN MEDICARE MUNICIPAL HEALTH SERV-
ICES DEMONSTRATION PROJECTS.

The Secretary of Health and Human Services shall extend, for a
period of three additional years, approval of four municipal health
services demonstration projects (located in Baltimore, Cincinnati,
Milwaukee, and San Jose) authorized under section 402(a) of the
Social Security Amendments of 1967.
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SEC. 9216. AUDIT AND MEDICAL CLAIMS REVIEW.

(@) INCRE:«!SE IN ActiviTies FOrR FiscaL YEARrRs 1986, 1987, anp
1988.—Section 118 of the Tax Equity and Fiscal Responsibility Act
of 1982 (96 Stat. 355) is amended—

(1) by striking out “for fiscal years 1983, 1984, and 1985”,

(2) by striking out ‘“such fiscal years” and inserting in lieu
thereof ‘fiscal years 1983, 1984, and 1985, and $105,000,000 for
each of fiscal years 1986, 1987, and 1988”, and

(3) by striking out “the purpose of carrying out provider cost
audits and reviews of medical necessity” and inserting in lieu
thereof ‘purposes of carrying out provider cost audits, of review-
ing medical necessity, and of recovering third-party liability
payments”.

(b) EFFecTIiVvE DATE.—The amendments made by subsection (a)
shall apply to fiscal years beginning with fiscal year 1986.

SEC. 9217. LIVER TRANSPLANTS.

(a) The Senate finds that:

(1) There have been more than 600 liver transplants since
1963 and the one year survival rate at qualified institutions is
now greater than 70 percent.

(2) There are 4,000 to 4,700 potential candidates in the United
States each year who require a liver transplant, but only a
small percentage would be eligible for Medicare coverage.

(3) There are currently individuals on waiting lists for liver
transplants who will die without Medicare coverage.

(4) After extensive review and consideration of all the avail-
able data, a National Institutes of Health expert panel conclud-
ed liver transplantation is ‘“a therapeutic modality for end-
stage liver disease that deserves broader application’ in a limit-
ed number of centers where they can be carried out under opti-
mal conditions.

(5) National Institutes of Health further recommended that
liver transplants be done in individuals under 18 years of age.

(6) The CHAMPUS program, after considering all relevant
data, determined that there was no scientific basis for limiting
liver transplants to children under 18 years of age.

(7) The Department of Health and Human Services has deter-
mined that liver transplantation is no longer an experimental
procedure only for children under 18.

(b) Based upon the above findings, it is the sense of the Senate
that:

(1) For the purposes of title XVIII of the Social Security Act,
the Secretary immediately reconsider the Medicare liver trans-
plant coverage decision and implement a policy under which a
liver transplant shall not be considered to be an experimental
procedure for Medicare beneficiaries solely because an individ-
ual is over 18 years of age. )

(2) A liver transplant shall be covered under such title when
reasonable and medically necessary. o o

(3) The Secretary shall place appropriate limiting criteria on
coverage, including those relating to the patient’s condition, the
disease state, and the institution providing the care, so as to
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ensure the highest quality of medical care demonstrated to be
consistent with successful outcomes.
SEC. 9218. STUDIES REIiAS TING TO PHYSICAL THERAPISTS AND OTHER PRO-
FESSIONALS.

(a) SupervIsION oF HoME HEALTH SERVICES.—The Secretary of
Health and Human Services shall conduct a study of the gzdvzsabzl_-
ity of changing the requirements of title XVIII of the Social Securi-
ty Act to allow home health services to be provided under the super-
vision of a physical therapist or other health care professional,
rather than requiring the supervision of a physician or registered

rse.
nu(b) OrFIcCE REQUIREMENT.—The Secretary of Health and Human
Services shall conduct a study on the advisability of deleting the re-
quirement under such title that a physical therapist must have an
office equipped with specified equipment, even if such therapist pro-
vides all such services in patients’ homes. )

(¢) REPORTS.—The Secretary shall report the results of the studies
to the Congress prior to October 1, 1986,

SEC. 9219. TECHNICAL CORRECTIONS.
(a) WorkiNG AGED TECHNIcAL CORRECTIONS.—

(1) PREMIUM PENALTY.—The second sentence of section 1 839(b)
of the Social Security Act (42 US.C. 1395r(b)), as amended by
section 2338(a) of the Deficit Reduction Act of 1984, is amended
by striking out “months in which” and all that follows through
“clause (iv) of such section” and inserting in lieu thereof
“months during which the individual has attained the age of
65 and for which the individual can demonstrate that the indi-
vidual was enrolled in a group health plan described in section
1862(B)(3NA)Gv)”,

(?) SPECIAL ENROLLMENT PERIODS. —Section 1837(i) of the
Social Security Act (42 US.C 1395p), as added by section
2338(b) of the Deficit Reduction, Act of 1984, is amended—

(A) in paragraph (1), by amending subparagraph (A) to
read as follows:

‘(A) has attained the age of 65, and

(B) in paragraph (2), by redesignating subparagraph (C)
as subparagraph (D) and by amending subparagraphs (A)
and (B) to read as follows:

“A) has attained the age of 65;

“Bxi) has enrolled (or has been deemed to have enrolled) in
the _medical insurance program established under this part
during the individual’s initial enrollment period, or (ii) is an
znc‘l‘wzdual described in paragraph (1)B):

(O has enrolled in such program during any subsequent spe-
cial enroliment period under this subsection during which the
individual was not enrolled in o group health plan described in
section 1862(bJ(3NA)Gv) by reason of the individual’s (or individ-
ual’s spouse’s) current employment; and’.

167) E’(ﬁi}E%ZIVE DATES.—

e amendment made by paragraph (1) shall apply to
months beginning with January 1983 for premiugzps yfor
months beginning with the first month that begins more
than 30 days after the date of the enactment of this Act.
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(BXi) The amendments made by paragraph (2) shall apply
to enrollments in months beginning with the first effective
month (as defined in clause (ii)), except that in the case of
any individual who would have a special enrollment Dperiod
‘under section 1837(i) of the Social Security Act that would
have begun after November 198} and before the first effec-
tive month, the period shall be deemed to begin with the
first day of the first effective month.

(it) For purposes of clause (i), the term “first effective
month” means the first month that begins more than 90
days after the date of the enactment of this Act.

(b) M1sceLLANEOUS TECHNICAL CORRECTIONS.—

(IXA) Subclause (III) of section 1842(bX7XB)ii) of the Social
Security Act (42 U.S.C. 1395u®X?)B)Gi), as added by section
2307(aX2XG) of the Deficit Reduction Act of 198}, is amended
by indenting it two additionals ems to the right so as to align
its left margin with the left margins of subclauses (I) and (II) of
that section.

(B) Section 1861(n) of the Social Security Act (42 U.S.C.
1395x(n)), as inserted by section 2321(eX3) of the Deficit Reduc-
tion Act of 1984, is amended by striking out “at his home” and
inserting in lieu thereof “as his home”.

(C) Section 1888(b) of the Social Security Act (42 US.C
1395yy(b)), as added by section 2319(b) of the Deficit Reduction
Act of 198}, is amended by striking out “nothwithstanding”
and inserting in lieu thereof “notwithstanding”.

(D) The amendments made by this paragraph shall be effec-
tive as if they had been originally included in the Deficit Re-
duction Act of 198}.

(2XA) Clause (iii) of section 1842(b)X7)XB) of the Social Security
Act (42 US.C. 1395u(b)X?)B)), as added by section 3(bX6) of
Public Law 98-617, is amended by moving its alignment two ad-
ditionals ems to the left so as to align its left margin with the
left margins of clauses (i) and (ii) of that section.

(B) The amendment made by subparagraph (A) shall be effec-
tive as if it had been originally included in Public Law 98-617.

(B)A) Section 1861(uNIXGXi) of the Social Security Act (42
US.C. 1395x(bXIXGXi), as amended by section 602(d)1) of the
Social Security Amendments of 1983, is amended by inserting,
in the matter after subclause (III), “on the basis of” after
“(during such period)”.

(B) The amendment made by subparagraph (A) shall be effec-
tive as if it had been originally included in the Social Security
Amendments of 1983.

SEC. 9220. EXTENSION OF ON LOK WAIVER.
(a) CONTINUED APPROVAL.— o

(1) MEeDpICARE wWAIVERS.—Notwithstanding any limitations
contained in section 222 of the Social Security Amendments of
1972 and section 402(a) of the Social Security Amendments of
1967, the Secretary of Health and Human Services shall contin-
ue approval of the risk-sharing application (described in section
603(cX1) of Public Law 98-21) for waivers of certain require-



116

ments of title XVIII of Zhe Soctiql Security Act after the end of

jod described in that section. S
th??feﬁlogmmm waIvERS.—Notwithstanding any limitations
contained in section 1115 of the Social Security Act, the Secre-
tary shall approve any application of the Department of Health
Services, State of California, for a waiver of requirements of
title XIX of such Act in order to continue carrying out the dem-
onstration project referred to in section 603(cX2) of Public Law
98-21 after the end of the period described in that section.

(b) Terms, CONDITIONS, AND PERIOD OF APPROVAL.—Thq Se_cre-
tary’s approval of an application (or renewal of an application)
under this section— o ‘ '

(1) shall be on the same terms and conditions as applied with
respect to the corresponding application under section 603(c) of
Public Law 98-21 as of July 1, 1985, except that requirements
relating to collection and evaluation of information for demon-
stration purposes (and not for operational purposes) shall not
apply; and '

(2) shall remain in effect until such time as the Secretary
finds that the applicant no longer complies with the terms and
conditions described in paragraph (1).

SEC. 9221. CONTINUATION OF “ACCESS: MEDICARE” DEMONSTRATION
PROJECT.

(a) APPROVAL OF APPLICATION.—The Secretary of Health and
Human Services shall approve any application for a waiver of any
requirement of titles XVIII and XIX of the Social Security Act nec-
essary to provide for the continuation, through September 30, 1986,
of the “Access: Medicare” demonstration project carried out pursu-
ant to section 222 of the Social Security Amendments of 1972 and
section 402(a) of the Social Security Amendments of 1967 by Monroe
County Long Term Care Program, Inc.

(b) Terms anp Conprrions.—The Secretary’s approval of an ap-
Pplication (or renewal of an application) under subsection (a) shall be
on the same terms and conditions as applied to the demonstration
project as in effect on August 31, 1985.

PART 3—PROVISIONS RELATING TO PART B OF
MEDICARE

Subpart A—Payment-Related Provisions

SEC. 9301. MEDICARE PHYSICIAN PAYMENT PRO VISIONS.

(@) EXTENSION OF CURRENT FREEZE ON PAYMENT RATES THROUGH
JANUARY 31, 1986.—Section 5(c) of the Emergency Extension Act of
]985 (Public Law 99-107), as amended by section 9101(a) of this title,
is fu}rl'ther amended by adding at the end the following new para-
graph:

“(2) PHYSICIAN PAYMENTS.—For purposes of subsection (b), the
term ‘extension period’ means the period beginning on October

1, 1985, and ending on January 31, 1986.”
wgz ExTENSION oF CERTAIN ProOVIsIONS THROUGH DEeceEmBER 31,
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(1) ExTENsioN.—Section 1842(bX4}) of the Social Security Act

(42 U.S.C. 1395u(bX4)) is amended—

(A) in subparagraph (A)—
(i) by inserting “(})” after “(4XA)”, and

3 (ii) by adding at the end the following new clauses:

“GiXD In determining the prevailing charge levels under the third
and fourth sentences of paragraph (3) for physicians’ services fur-
nished during the 11-month period beginning February 1, 1986, by a
Physician who is not a participating physician (as defined in subsec-
tion (hX1)) at the time of furnishing the services, the Secretary shall
not set any level higher than the same level as was set for the 12-
month period beginning July 1, 1983.

“dD) In determining the prevailing charge levels under the fourth
sentence of paragraph (3) for physicians’ services furnished during
the 11-month period beginning February 1, 1986, by a physician who
is a participating physician (as defined in subsection (h)1) at the
time of furnishing the services, the Secretary shall permit an addi-
tional one percentage point increase in the increase otherwise per-
mitted under that sentence.

“(iii) In determining the prevailing charge levels under the third
and fourth sentences of paragraph (3) for physicians’ services fur-
nished during a 12-month period beginning on or after January 1,
1987, by a g;hysician who is not a participating physician (as de-
fined in subsection (hX1)) at the time of furnishing the services, the
Secretary shall not set any level higher than the same level as was
set for services furnished during the previous calendar year (without
regard to clause (iiXII) for physicians who were participating physi-
cians during that year.’;

(B) in subparagraph (B)—
(i) by inserting “(i)” after ‘(B)’, and

: (ii) by adding at the end the following new clause:

“Gi) In determining the reasonable charge under paragraph (3) for
physicians’ services furnished during the 11-month period beginning
February 1, 1986, by a physician who is not a participating physi-
cian (as defined in subsection (hX1) at the time of furnishing the
services—
“(I) if the physician was not a participating physician at any

time dz{ring the 12-month period beginning on October 1, 1984,

the customary charges shall be the same customary charges as

were recognized under this section for the 12-month period be-
ginning July 1, 1983, and L .

“D) if the physician was a participating physician at any
time during the 12-month period beginning on October 1, 1984,
the physician’s customary charges shall be determined based
upon the physician’s actual charges billed during the 12-month
period ending on March 31, 1985.7;

(C) in subparagraph (C)— .

(i) by inserting “()” after ‘(C)’, L
Gi) b;y striking out “(A)” and inserting in lieu thereof
“CA)i)” each place it appears, and
@ii) by adcﬁng at the end the following new clause:
“G4i) In determining the prevailing charge levels un’der the third
and fourth sentences of paragraph (3) for Bgyswzans services fur-
nished during the periods beginning after December 31, 1986, by a
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cl ho was not a participating physician on that date, the
gzg:égégl suf)zall treat the level as set under subparagraph (A)it) as
having fully provided for the economic changes which would have
been taken into account but for the limitations contained in sub-
paragr%)h‘(A)(iIz;). " and h (D)
aragra, —
‘ )lZ)sgy{’strilﬁn; out “In determining” and all that follows

through “subsection (h)(1)” and insert in lieu thereof “(i)
In determining the customary charges for physicians’ serv-
ices furnished during the 11-month period beginning Febru-
ary 1, 1986, or the 12-month period beg_zr@mng Janua_r:y_ 1,
1987, by a physician who was not a participating phy;s;zczan
(as defined in subsection (h)1) on September 30, 1985, and
(it) by adding at the end the following new p'{ausgs: _
“tii) In determining the customary charges for physicians’ services
furnished during the 12-month period beginning January 1, 1987, by
a physician who is not a participating physician (as defined in sub-
section (h)X1)) on January 31, 1986, the Secretar:_y shall not recognize
increases in actual charges for services furnished during the 4-
month period beginning on October 1, 1985, above the level of the
physician’s actual charges billed during the 8-month period ending
on June 30, 198}4. o
“tiit) In determining the customary charges for physicians’ serv-
ices furnished during the 12-month period beginning January 1,
1987, or January 1, 1988, by a physician who is not a participating
Dhysician (as defined in subsection (h)(1)) on December 31, 1986, the
Secretary shall not recognize increases in actual charges for services
furnished during the 11-month period beginning on February I,
1986, above the level of the physician’s actual charges billed during
the 3-month period ending on June 30, 1984.”

(2) ConTINUED ENFORCEMENT.—The first sentence of section
1842G)(1) of such Act (42 U.S.C. 1395u()(1) is amended to read
as follows: “In the case of a physician who is not a participat-
ing physician for items and services furnished during a portion
of the 30-month period beginning July 1, 1984, the Secretary
shall monitor the physician’s actual charges to individuals en-
rolled under this part for physicians’ services during that por-
tion of that period.”’.

(3) PERIOD FOR ENTERING PARTICIPATION AGREEMENTS.—The
Secretary of Health and Human Services shall provide, during
the month of January 1986, that physicians and suppliers may
enter into an agreement under section 1842(h)(1) of the Social
Security Act for the 11-month period beginning February 1,
1986, or terminate such an agreement previously entered into
for ﬁsca_l year 1986. In the case of a physician or supplier who
entered into such an agreement for fiscal year 1986, the physi-
cian or supplier shall be deemed to have entered into such
agreement for such 11-month period and for each succeeding
year unless the physician or supplier terminates such agreement
before the beginning of the respective period. At the beginning
of such 11-month period, the Secretary shall publish a new di-
rectory (described in section 1842(h)4) of that Act, as redesig-
nated by subsection (c)3)XD) of this section) of participating Dphy-
sicians and suppliers.
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(4) EFFecTIVE DATE.—The amendments made by this subsec-
;l'ggtﬁshall apply to services furnished on or after February I,
(c) INCENTIVES FOR PARTICIPATING PHYSICIAN PROGRAM.—

(1) 15-MONTH EXTENSION OF TRANSFER OF FUNDS FOR CARRI-
ERs.—Section 2306(e) of the Deficit Reduction Act of 1984
(Public Law 98-369; 98 Stat. 1073) is amended—

(A) by striking out “and 1985” and inserting in lieu
thereof *, 1985, and 1986”,

(B) by striking out ‘“the amendments made by this sec-
tion” and inserting in lieu thereof ‘‘subsections (b)4), (h)
and (j) of section 1842 of the Social Security Act”,

(C) by striking out “and’ before “not less”,

(D) by inserting before the period at the end the follow-
m% “ and not less than $18,000,000 for fiscal year 1986,
an

(E) by adding at the end the following new sentences: “A
significant proportion of such funds shall be used for the
expansion of the participating physician and supplier pro-
gram and for the development of professional relations
staffs dedicated to addressing the billing and other prob-
lems of physicians and suppliers participating in that pro-
gram. Such funds for fiscal year 1986 are available for obli-
gation until December 31, 1986.”.

(2) IMPROVEMENT OF PARTICIPATING PHYSICIAN DIRECTO-
RIES.—Section 1842(i) of the Social Security Act (42 U.S.C.
1395u(i)) is amended—

(A) in the first sentence of paragraph (2)—

(i) by striking out ‘“‘a directory” and inserting in lieu
thereof ‘“‘directories (for appropriate local geographic
areas)”, and

(ii)"by inserting ‘“for that area’ before ‘for that fiscal
year’;

(B) in the second sentence of paragraph (2), by striking
out “The directory” and inserting in lieu thereof “Each di-
rectory’”:

(C) in paragraph (3)— ] .

(i) by striking out “directory” the first place it ap-
pears and inserting in lieu thereof “the directories’,
and

(ii) by striking out ‘“‘directory”’ the second place it ap-
pears and inserting in liew thereof “the appropriate
area directory or directories’; and

(D) in paragraph ()— . ..

(i) by striking out “directory” and inserting in lieu
thereof “‘the directories’, and -

(ii) by adding at the end the following: “The Secre-
tary shall provide that each ag{Jro.pr_'zate area directory
is sent to each participating physician located in that
area.”.

(3) ELIMINATION OF PHYSICIAN ASSIGNMENT RATE LIST.—Sec-
tion 1842(i) of such Act is further amended—

(A) by striking out “(iX1)” and all that follows through
the end of paragraph (1),
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(B) by striking out “subsection (h)1)” iT,L, paragraph (2)
and inserting in lieu thereof “par"agraph a’, )

(C) by striking dout) “lisé and” each place it appears in

aragraphs (3) and (4), an
P (D)g bf redesignating paragraphs (2) through (4) as para-
graphs (4) through (6) of subsection (h), respectively.

(4) INFORMATION ON THE PARTICIPATING PHYSICIAN AND SUP-
PLIER PROGRAM IN EXPLANATIONS OF MEDICARE BENEFITS FOR
UNASSIGNED CLAIMS.—Section 1842(h) of such Act, as previously
amended by this subsection, is further amended by adding at
the end the following new paragraphs: ) _

“(?) The Secretary shall provide that each explanatzon _of benefits
provided under this part for services furnished in the United States,
in conjunction with the payment of claims under section 1833(a)1)
(made other than on an assignment-related basis, described in para-
graph (8)), shall include— o .

“léA) a reminder of the participating physician and supplier
program established under this subsection (including the limi-
tation on charges that may be imposed by such physicians and
suppliers), and

“(B) the toll-free telephone number or numbers, maintained
under paragraph (2), at which an individual enrolled under
this part may obtain information on participating physicians
and suppliers.

“(8) For purposes of this title, a claim is considered to be paid on
an ‘assignment-related basis’ if the claim is paid on the basis of an
assignment described in subsection (BIB)BXii), in accordance with
%%?gilon (BX6)B), or under the procedure described in section

¥1).”.

(5) EFFECTIVE DATE.—Section 1842(b)7) of the Social Security
Act, as added by paragraph (}) of this subsection, shall apply to
explanations of benefits provided on or after such date (not
later than July 1, 1986) as the Secretary of Health and Human
Services shall specify.

(d) CHANGING CUSTOMARY AND PREVAILING CHARGE UPDATES FOR
PrysICIAN SERVICES AND OTHER ParT B SERVICES FROM OCTOBER
T0 JANUARY.—

(1) PAYMENT UPDATES.—Section 1842(6)(3) of the Social Secu-
rity Act (4,? US.C. 1395ub)3) is amended—

(A) in subparagraph (F), by striking out “(ending on Sep-
tember 30)"

(B) in the third sentence by striking out “March 3i” and
all that follows through ‘“of each year)” and tnserting in
lieu thereof “June 30 last preceding the start of the calen-
dar year”: and

© in the eighth sentence, by striking out “the twelve-
month period beginning on October I in"

(2) PARTICIPATION AGREEMENTS. —Section 1842(h)1) of such
Act is amended—

(A) in the second sentence—

() by striking out “before October 1” and inserting in
lieu thereof “before the beginning”,
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(it) by striking out ‘“on the basis of an assignment”
and all that follows through “1870(f(1)” and inserting
in lieu thereof “on an assignment-related basis”, and

(iii) by striking out “the 12-month period beginning
on October 1 of”’: and

(B) in the third sentence—

() by striking out “after October 1” and inserting in
lieu thereof “after the beginning”, and

(it) by striking out “I2-month period beginning on
such October 1" and inserting in lieu thereof “year”.

(8) DirecTORIES.—The first sentence of section 1842(i)(2) of
such Act, (which is redesignated as section 1842(h)}) by subsec-
tion (cX3XD)), is further amended by striking out “fiscal” each
place it appears.

(4) EFFecTIVE DATE.—The amendments made by this subsec-
tion shall (2) apply to items and services furnished on or after
October 1, 1986.

(5) TransITION.—Notwithstanding any other provision of law,
for purposes of making payment under part B of title XVIII of
the Social Security Act, customary and prevailing charges (and
the lowest charges determined under the sixth sentence of sec-
tion 1842(bX3) of such Act) for items and services furnished
during the period beginning on October 1, 1986, and ending on
December 31, 1986, shall be determined on the same basis as for
items and services furnished on September 30, 1986.

SEC. 9302. PAYMENTS FOR DURABLE MEDICAL EQUIPMENT, OXYGEN, AND
OTHER HEALTH SERVICES.

(@) TEMPORARY PAYMENT FREEZE.—Section 1842(b)}) of the
Social Security Act is amended by adding at the end thereof the fol-
lowing new subparagraphs:

“(E) In the case of medical and other health services (as defined
in section 1861(s)) furnished during the period beginning on October
1, 1985, and ending on January 31, 1986, for which payment is
based on reasonable charge, other than physicians’ services and clin-
ical laboratory services, the customary and prevailing charges under
paragraph (3), and the lowest charge referred to in the sixth sen-
tence of such paragraph may not exceed such charges recognized
under this section for the 15-month period beginning on July 1,
1984 .

“(F) Except as otherwise explicitly authorized under this section,
the Secretary is not authorized to limit the rate of increase of
charges.”.

() Liviration oN CUSTOMARY AND PREVAILING CHARGES FOR
Rentar DuraBLE MEDpIcAL EQuIPMENT AND OxYGEN.—Section 1842
of such Act (42 U.S.C. 1395u) is amended by adding at the end the
following new subsection: .

“X1) In determining the customary and prevailing charge levels
under the third and fourth sentences of subsection (b)(3) for durable
medical equipment furnished on a rental basis (other than under a
lease-purchase agreement), and for oxygen furnished during the 11-
month period beginning on February 1, 1986, the Secretary shall not
set any such level higher than the same level as was set for the 15-
month period beginning July 1, 1984.”.



122

ING ACCEPTING PAYMENT OF REASONABLE CHARGE AS
PA(;.)MlEglsg lZf FuLL For DUurABLE MEpICAL EQUIPMENT FURNISHED
ON A RENTAL Basis AND FOR OxYGEN.—Section 1842(k) of such Act,
as added by subsection (b), is amended by adding at the end the fol-

3 aragraph: . .

lozﬂ(lg)gl;(l:yur)nIZnt 5ndlzr this part for durable medical equipment fur-
nished on a rental basis (other than under a lease-purchase agree-
ment) and for oxygen may only be made on a basis described in sub-
section (h)(8) or to a provider of services with an agreement in effect
under section 1866.".

(d) LimrriNG INCREASE IN PREVAILING CHARGES FOR DURABLE
Mepicar EQuipMENT AND OXYGEN 1O CONSUMER PRICE INDEX.—
Section 1842(k) of such Act, as previously amended, is further
amended by adding at the end the following new paragraph:

“(3) In the case of durable medical equipment and oxygen, the pre-
vailing charge levels determined for purposes of clause (it) of the
third sentence of subsection (b) for any year may not exc.eed'(m the
aggregate) the levels determined under such clause (laking into ac-
count paragraph (1), if applicable) for the preceding 12-month period
by a percentage which exceeds the percentage increase in the Con-
sumer Price Index for all urban consumers (U.S. city average), as
published by the Secretary of Labor, for the 12-month period ending
in June of the preceding year.”.

(e) CLARIFICATION OF PrEvious EFFecTIVE DATE.—Section
2306(b)2) of the Deficit Reduction Act of 198} is amended by strik-
ing out “to items and services furnished on or after October 1, 1985”
and inserting in lieu thereof “to medical and other health services,
for which payment is made on a reasonable charge basis, furnished
on or after July 1, 1985,

() EFFECTIVE DATES. —

(1) SuBsectIoN (a).—The amendment made by subsection (a)
shall apply to items and services furnished on or after October
1, 1985, and before February 1, 1986.

(?) SUBSECTION (b).—The amendments made by subsection (b)
shall apply to durable medical equipment and oxygen furnished
on or after February 1, 1986,

(3) SUBSECTION (c).—The amendments made by subsection (c)
shall apply to durable medical equipment and oxygen furnished
on or after April 1, 1986.

(4) Susection (d).—(A) The amendments made by subsection
(d) shall apply to durable medical equipment and oxygen fur-
nished on or after January 1, 1987, except that such amend-
ments shall not apply to durable medical equipment which is
él:;n]w?;(;gon a purchase (or lease-purchase) basis before Janu-

(B) In applying section 1842(k)3) of the Social Security Act
(as added by subsection (d) with respect to durable medical
equipment and oxygen furnished during 1987—

(1) any reference to “the preceding 12-month period” shall
2;31 éieemed a reference to “the preceding 11-month period”,

(i) any reference to “the 12-month period” shall be
deemed a reference to “the 15-month period’.
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(5) SuBsecTION (e).—The amendment made by subsection (e)
shall take effect as though it were included in the enactment of
the Deficit Reduction Act of 1984.

() Cross RErFERENCE.—For provision changing the period of

update for certain services from October to January, see section
9301(d) of this part.
SEC. 9303. PAYMENT FOR CLINICAL LABORATORY SERVICES.

(@) CHANGING MoNTH OF ANNUAL UPDATE FROM JULY TO JANU-
ARY.—

(1) IN GENERAL.—Section 1833(h) of the Social Security Act
(42 US.C. 1395i(h)) is amended—

(A) by striking out ‘“June 30, 1987 and “‘July 1, 1987”
and inserting in lieu thereof “December 31, 1987 and
“er{znuary 1, 1988", respectively, each place either appears,
a

(B) in paragraph (2), by inserting “(to become effective on
January 1 of each year)” after “adjusted annually’’.

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply to clinical laboratory diagnostic tests performed
on or after July 1, 1986.

(3) TraANSITION.—The Secretary of Health and Human Service
shall provide that the annual adjustment under section 1833(h)
of the Social Security Act for 1986—

(A) shall take effect on January 1, 1987,

(B) shall apply for the 12-month period beginning on that
date, and

(C) shall take into account the percentage increase or de-
crease in the Consumer Price Index for all urban consumers
(United States city average) occurring over an 18-month
period, rather than over a 12-month period.

(b) PROVIDING CEILING ON RATES.—

(1) CeiLINg oN PAYMENTS.—Paragraphs (1(DXi) and (2XD)G)
of section 1833(a) of the Social Security Act (42 U.S.C. 1395l(a)
are each amended by inserting after “lesser of the amount deter-
mined under such fee schedule’” the following: “, the limitation
amount for that test determined under subsection (hX4XB),".

(?) ESTABLISHMENT OF LIMITATION AMOUNT.—Section
1833(hX4) of such Act is amended by inserting ‘(A)” after ‘“(})”
and by adding at the end the following new subparagraph:

“(B) For purposes of subsections (aX1XD)1) and (a)2XD)i), the lim-
itation amount for'a clinical diagnostic laboratory test performed—

“6i) on or after April 1, 1986, and before January 1, 1987, is
equal to 115 percent of the median of all the fee schedules es-
tablished for that test for that laboratory setting under para-
graph ), or

“li) after December 31, 1986, and so long as a fee schedule for
the test has not been established on a nationwide basis, is equal
to 110 percent of the median of all the fee schedules established
for that test for that laboratory setting under paragraph (1).".

(3) METHOD OF PAYMENT FOR NON-INDEPENDENT LABORATO-
ri1Es.—Section 1833(hX5XC) of such Act is amended by striking
out “which is independent of a Physician’s office or” and insert-
ing in lieu thereof “other than’.
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ICARE PROFICIENCY EXAMINATION AUTHOR-
,T,(f LES)e(Z'tELZ:m}(;ZA;%; of such Act (42 US.C. 1320a-2(a)) is
amended by striking out “'September 30, 1983” and inserting in
lieu thereof “‘September 30, 1987 de b
(5) ErrecTIVE DATES.—(A) The a_mgndme_nts ma el by para-
graphs (1) and (2) shall apply to clinical diagnostic laboratory
tests performed on or after April 1, 1986.
(B) The amendment made by paragraph (3) shall apply to
clinical diagnostic laboratory tests performed on or after Janu-
87.
ar'%'cﬂ, TI‘Ze amendment made by paragraph (4) shall take effect
on the date of the enactment of this Act.

(c) REPORT ON MINIMUM STANDARDS FOR CLINICAL LA,BORA TORIES
THAT ARE PART OF, OR ASSOCIATED WITH, PHYSICIANS’ OFFICES.—
The Secretary of Health and Human Services shall report to Con-
gress, not later than 12 months after the date of the enactment of
this Act, on the standards that might be e§tabltshed under the m_ed-
icare program for clinical laboratories which are part of or associat-
ed with a physician’s office to assure the health and safety of indi-
viduals with respect to whom the laboratories perform clinical diag-
nostic laboratory tests for which payment may be made under the
program. In recommending standards, the Secretary shall consider
the differences in the scope, type, and complexity of tests performed
by such laboratories and such other factors as may indicate a need
for different standards for laboratories with different characteris-
tics.

SEC. 9304, DETERMINATIONS OF INHERENT REASONABLENESS OF
CHARGES AND CUSTOMARY CHARGES FOR CERTAIN FORMER
HOSPITAL-COMPENSATED PHYSICIANS.

(a) REGULATIONS RELATING TO INHERENT REASONABLENESS OF
CHARGES.—Section 1842(b) of the Social Security Act (42 U.S.C.
1395u(b)) is amended by adding at the end the following new para-
graph:

“(8) The Secretary by regulation shall—

“(A) describe the factors to be used in determining the cases
(of particular items or services) in which the application of this
subsection results in the determination of a reasonable charge
that, by reason of its grossly excessive or grossly deficient
amount, is not inherently reasonable, and

“(B) provide in those cases for the factors that will be consid-
eredbiln establishing a reasonable charge that is realistic and eg-
uitable.”,

(b) ComMPUTATION OF CUSTOMARY CHARGES FOR CERTAIN FORMER
HosPiTAL-COMPENSATED ~ PHyYsICIaANS.—(1) In  applying section
1842(b) of the Social Security Act to payment for physicians’ services
performed during the 11-month period beginning February 1, 1986,
in the case of a physician who during the period beginning on Octo-
ber 31, 1982, and ending on January 31, 1985, was a hospital-com-
pensated physician (as defined in paragraph (3) but who, as of Feb-
ruary 1, 1985, was no longer a hospital-compensated Dhysician, the
physician’s customary charges shall—

(A) be based upon the physician’s actual charges billed
during the 12-month period ending on March 31, 1985, and
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(B) in the case of a physician who is not a participating phy-
sician (as defined in section 1842(h)1) of the Social Security
Act) either on September 30, 1985, or on February 1, 1986, be de-
flated (to take into account the legislative freeze on actual
charges for nonparticipating physicians’ services) by multiplying
the physician’s customary charges by .85.

(2) In applying section 1842(b) of the Social Security Act to pay-
ment for physicians’ services performed during the 11-month period
beginning February 1, 1986, in the case of a physician who during
the period beginning on February 1, 1985, and ending on December
31, 1986, changes from being a hospital-compensated physician to
not being a hospital-compensated physician, the physician’s custom-
ary charges shall be determined in the same manner as if the physi-
cian were considered to be a new physician.

(3) In this subsection, the term ‘“hospital-compensated physician”
means, with respect to services furnished to patients of a hospital, a
physician who is compensated by the hospital for the furnishing of
physicians’ services for which payment may be made under this
part.

SEC. 9305. PHYSICIAN PAYMENT REVIEW COMMISSION AND DEVELOPMENT

. OF RELATIVE VALUE SCALE.

(a) EsraBLisHMENT OF CoMMisSION.—Part B of title XVIII of the
Social Security Act is amended by adding at the end the following
new section:

“PHYSICIAN PAYMENT REVIEW COMMISSION

“SEc. 1845. (aX1) The Director of the Congressional Office of Tech-
nology Assessment (hereinafter in this section referred to the the ‘Di-
rector’ and the ‘Office’, respectively) shall provide for the appoint-
ment of a Physician Payment Review Commission (hereinafter in
this section referred to as the ‘Commission’), to be composed of indi-
viduals with expertise in the provision and financing of physicians’
services appointed by the Director (without regard to the provisions
of title 5, United States Code, governing appointments in the com-
petitive service).

“9) The Commission shall consist of 11 individuals. Members of
the Commission shall first be appointed no later than May 1, 1986,
for a term of three years, except that the Director may provide ini-
tially for such shorter terms as will insure that (on a continuing
basis) the terms of no more than four members expire in any one

ear.
g “(3) The membership of the Commission shall include physicians,
other health professionals, individuals skilled in the conduct and
interpretation of biomedical, health services, and health economics
research, and representatives of consumers and the elderly. The Di-
rector shall seek nominations from a wide range of groups, includ-
ing—

& “CA) national organizations representing physicians, includ-

ing medical specialty organizations,

-“B) organizations representing the elderly and consumers,
“C) national organizations representing medical schools,
“D) national organizations representing hospitals, including

teaching hospitals, and
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““E) national organizations representing health benefits pro-
“ g)r(tll)m‘ls;he Commission shall make recommendations to the Con-
not later than March 1 of each year (beginning with 1987), re-
garding adjustments to the reasonable charge levels for physicians
services recognized under section 1842(b) and changes in the method-
ology for determining the rates of payment, and for making pay-
ment, for physicians’ services under this title and other items and
services under this part. ) o

“(2) In making its recommendations, the Commission shall—

“A) consider, and make recommendations on the feasibility
and desirability of reducing, the differences in payment
amounts for physicians’ services under this part which are
based on differences in geographic location or specialty; ‘

“{B) review the input costs (including time, professional
skills, and risks) associated with the provision of different phy-
sicians’ services; )

“(C) identify those charges recognized as reasonable under sec-
tion 1842(b) which are significantly out-of-line, based on the
considerations of subparagraphs (A) and (B); .

“(D) assess the likely impact of different adjustments in pay-
ment rates, particularly their impact on physician participation
in the participation program established under section 1842(h)
and on beneficiary access to necessary physicians’ services;

“(E) make recommendations on ways to increase physician
participation in that participation program and the acceptance
of payment under this part on an assignment-related basis;

“CF) make recommendations respecting the advisability and
feasibility of making changes in the payment system for physi-
cians’ services under this part based on (i) the Secretary’s study
under section 603(b)2) of the Social Security Amendments of
1983 (relating to payments for physicians’ services furnished to
hospital inpatients on the basis of diagnosis-related groups) and
(ii) the Office’s report under section 2309 of the Deficit Reduc-
tion Act of 1984 (relating to physician reimbursement under
this part);

“(G) identify those procedures, involving the use of assistants
at surgery, for which payment for those assistants should not be
made under this title without prior approval; and

“(H) identify those procedures for which an opinion of a
second physician should be required before payment is made
under this title.

. '(3) The Commission also shall advise and make recommenda-
tions to the Secretary respecting the development of the relative
va‘l‘ue scale under subsection (e).

(€)1 The following provisions of section 1886(e)(6) shall apply to
the Commission in the same manner as they apply to the Prospective
Paymegt Assessment Commission:

. “(A) Subparagraph (C) (relating to staffing and administra-
tion generally).
::(B) Subparagraph (D) (relating to compensation of members).
(C) Subparagraph (F) (relating to access to information).
“(D) Subparagraph. (G) (relating to reports and use of funds).
“(E) Subparagraph (H) (relating to periodic GAO audits).

gress,

é§
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. “(F)) Subparagraph (J) (relating to requests for appropria-
tons).

“(@) In order to carry out its functions, the Commission shall col-
lect and assess information on medical and surgical procedures and
services, including information on regional variations of medical
p}rlacl'fice. In collecting and assessing information, the Commission
shall—

“CA) utilize existing information, both published and unpub-
lished, where possible, collected and assessed either by its own
staff or under other arrangements made in accordance with this
section,

“(B) carry out, or award grants or contracts for, original re-
search and experimentation, where existing :nformation :s.in-
adequate for the development of useful and valid guidelines by
the Commission, and

“(C) adopt procedures allowing any interested party to submit
information with respect to physicians’ services (including new
practices, such as the use of new technologies and treatment
modalities), which information the Commission shall consider
in making reports and recommendations to the Secretary and
Congress.

“(d) There are authorized to be appropriated such sums as may be
necessary to carry out the provisions of this section. Such sums shall
be payable from the Federal Supplementary Medical Insurance
Trust Fund.”.

(b) DEVELOPMENT OF RELATIVE VALUE SCALE FOR PHYSICIANS’
SEervICES.—Section 1845 of the Social Security Act, as added by sub-
section (a), is further amended by adding at the end the following
new subsection:

“leX1) The Secretary shall develop a relative value scale that es-
tablishes a numerical relationship among the various physicians’
services for which payment may be made under this part or under
State plans approved under title XIX.

“(2) In developing the scale, the Secretary shall consider among
other items—

“(A) the report of the Office of Technology Assessment under
section 2309 of the Deficit Reduction Act of 1984,

“(B) the recommendations of the Physician Payment Review
Commission under subsection (b)3), and o

“(C) factors with respect to the input costs for furnishing par-
ticular physicians’ services, such as— S

“() the differences in costs of furnishing services in dif-
ferent settings, o )

“Gi) the differences in skill levels and training required
to perform the services, and ' o

“(ii) the time required, and risk involved, in furnishing
different services. '

“3) The Secretary shall complete the development of the relative
value scale under this section, and report to Congress on the devel-
opment, not later than July 1, 1987. The report shall include recom-
mendations for the application of the scale to payment for physi-
cians’ services furnished under this part on or after January 1,
1988.".
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SEC. 9306. LIMITATION ON MEDICARE PAYMENT FOR POST-CA TARACT SUR-
GERY PATIENTS.

(a) DETERMINATION OF SEPARATE PAYMENT AMOUNTS FOR Pros-
rHETIC LENSES AND PROFESSIONAL SERVICES. —Section 1842(b) of the
Social Security Act (42 U.S.C. 1395u(b)) is amended by adding after
paragraph (8), added by section 9304(a) of this title, the following
new paragraph:

“9) In providing payment for cataract eyeglasses and cataract
contact lenses, and professional services relating to them, under this
part, each carrier shall— o

“A) provide for separate determinations of the payment
amount for the eyeglasses and lenses and of the payment
amount for the professional services of a physician (as defined
in section 1861(r), and

“'B) not recognize as reasonable for such eyeglasses and lenses
more than such amount as the Secretary establishes in guide-
lines relating to the inherent reasonableness of charges for such
eyeglasses and lenses.”.

(b) Errective DaTe.—The amendments made by this section shall
apply to items and services furnished on or after April 1, 1986.

SEC. 9307. PAYMENT FOR ASSISTANTS AT SURGERY FOR CERTAIN CATA-
RACT OPERATIONS AND OTHER OPERATIONS.

(a) LimitaTioN ON PaymMENT.—Section 1862(a) of the Social Secu-
rity Act (42 U.S.C. 1395y(a)) is amended—

(1) by striking out “or” at the end of paragraph (13),

_ (2) by striking out the period at the end of paragraph (14) and
inserting in lieu thereof ; or”, and

(3) by adding at the end the following new paragraph:

“(15) which are for services of an assistant at surgery in a cat-
aract operation unless, before the surgery is performed, the ap-
propriate utilization and quality control peer review organiza-
tion (under part B of title XI) or a carrier under section 1842
has approved of the use of such an assistant in the surgical pro-
ggi:r;’e based on the existence of a complicating medical condi-

(b) ApprrioNaL PRO Funcrions.—Section 1154(a)X8) of such Act
42 US.C. 13200—3(@)(8))‘5'3 amended by inserting before th{; period at
Z;%.;(Zjd(]f)—?’e’ following: “or as may be required to carry out section

(¢) PROHIBITION FOR SuBMITTING BILL FOR WHIcH PAYMENT MAY
Nor Be Mapr.—Section 1842 of such Act (42 US.C. 1395u) is

(1) in subsection (GX2), by i s ; '
‘?’;’gsagmpg e (gl)( ), by inserting “or subsection (1)” after

?) by adding after subsection ;

. this title, the follofwing new subseg;)i’o;ll:dded by section 146(@) of

(ll)(l) If a physician knowingly and willfully bills an individual
enrolled under this part for charges for services as an assistant at
%Z%ery for which payment may not be made by reason of section

862(a)(15), the Secretary may apply sanctions against such physi-
cian in accordaglc.e with subsection (J)(2).

(2) If a physician knowingly and willfully bills an individual en-
rolled under this part for charges that includes a charge for an as-
sistant at surgery for which payment may not be made by reason of
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section 1862(a)15), the Secretary may apply sanctions against such
Physician in accordance with subsection (G)(2).”.

(d) ExTENSION OF PROHIBITION TO OTHER PROCEDURES.—The Sec-
retary of Health and Human Services, after consultation with the
Physician Payment Review Commission, shall develop recommenda-
tions and guidelines respecting other surgical procedures for which
an assistant at surgery is generally not medically necessary and the
circumstances under which the use of an assistant at surgery is gen-
erally appropriate but should be subject to prior approval of an ap-
propriate entity. The Secretary shall report to Congress, not later
than January 1, 1987, on these recommendations and guidelines.

(e) EFFeCTIVE DATE.—The amendments made by this section shall
apply to services performed on or after April 1, 1986.

Subpart B—Benefits and Other Provisions

SEC. 9311. OCCUPATIONAL THERAPY SERVICES.

(a) CovERAGE.—Subparagraph (C) of section 1832(a)X2) of the
.lSocial Security Act (42 U.S.C. 1395k(a)(?)) is amended to read as fol-
ows:

“lC) outpatient physical therapy services (other than serv-
ices to which the second sentence of section 1861(p) applies)
and outpatient occupational therapy services (other than
services to which such sentence applies through the oper-
ation of section 1861(g));"".

(b) LiMITATION ON PAYMENTS.—Section 1833(g) of such Act (42
U.S.C. 1395l(g) is amended—

(1) by striking out ‘“next to last sentence” and inserting in
lieu thereof ‘“‘second sentence”, and

(2) by adding at the end thereof the following new sentence:
“In the case of outpatient occupational therapy services which
are described in the second sentence of section 1861(p) through
the operation of section 1861(g), with respect to expenses in-
curred in any calendar year, no more than $500 shall be consid-
?bred as incurred expenses for purposes of subsections (a) and

)",

(¢) CERTIFICATION STANDARD.—(1) Section 1835(a)2)C) of such
Act (42 US.C. 1395n(@)X2)(C)) is amended—

(A) by inserting “or outpatient occupational therapy services”
after “outpatient physical therapy services’,

(B) in clause (i), by inserting “or occupational therapy serv-
ices, respectively,” after “physical therapy services”, and

() in clause (ii), by inserting “or qualified occupational ther-
apist, respectively,” after “qualified physical therapist”. ‘

(2) The second sentence of section 1835(a) of such Act and section
1866(e) of such Act (42 US.C. 1395n(a), 1395cc(e) are each amend-
ed—

(A) by inserting ‘“{or meets the requirements of such section
through the operation of section 1861(g)” after “1861(p)4NA)”
and after “1861(p)4XB)’, and ) .

(B) by inserting “or (through the operation of section 1 861(g)
with respect to the /‘umishing of outpatient occupational ther-
apy services” after “(as therein defined "
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d) DEFINITION AND INCLUSION WITH OTHER PART B SERVICES.—
(1)( é’ecggn 1861 of the Social Security Act (42 QS.C 1395x) is
amended by inserting after subsection (f) the following new subsec-

tion:
“Qutpatient Occupational Therapy Services

“(g) The term ‘outpatient occupationa_l therapy servicgs’ ,has the
meaning given the term ‘outpatient physical therapy services in sub-
section (p), except that ‘occupational’ shall be substituted for ‘physi-

"

cal’ each place it appears therein.’. ‘

(2) Secﬁon ]86’]591)0(2)(D) of such Act (42 U.S.C. 1395x(s)(2XD)) is
amended by inserting “and olutizl)atient occ_upa,t’zonal therapy serv-
ices” after “outpatient physical therapy services .

) szzction ng’](v)(ﬂz()A) of such Act (42 US.C. 13:9.5x(v)(5)(A))' is
amended by inserting “(including through the operation of section
1861(g)” after “section 1861(p)”. . ‘

(e) EFrecTIVE DATE.—The amendments made by this section shall
apply to expenses incurred for outpatient occupational therapy serv-
ices furnished on or after July 1, 1956.

SEC. 9312. VISION CARE.

(a) DEFINING SERVICES AN OPTOMETRIST CAN PROVIDE.—Clause
(4) of section 1861(r) of the Social Security Act (42 U.S.C. 1395x(r)) is
amended to read as follows: “(4) a doctor of optometry, but only
with respect to the provision of items or services described in subsec-
tion (s) which he is legally authorized to perform as a doctor of op-
tometry by the State in which he performs them, or”.

(b) ErrectivE DATE.—The amendment made by subsection (a)
shall apply to services furnished on or after July 1, 1986.

SEC. 9313. PART B PREMIUM.
dSection 1839 of the Social Security Act (42 U.S.C. 13957) is amend-
ed—
(1) in subsection (e), by striking out “1988” and inserting in
lieu thereof “1989” each place it appears;
(2) in subsection (fX1), by striking out “or 1986" and inserting
in lieu thereof “, 1986, or 1987 and
(3) in subsection (fX2), by striking out “or 1987 and inserting
in lieu thereof “, 1987, or 1988,
SEC. 9314. DEMONSTRATION OF PREVENTIVE HEALTH SERVICES UNDER
MEDICARE.

(@) DEMONSTRATION PrOGRAM.—The Secretary of Health and
Human Services (hereinafter in this section referred to as the “Sec-
retary”) shall establish a 4-year demonstration program designed to
reduce disability and dependency through the provision of preven-
tive health services to individuals entitled to benefits under title
XVIII of the Social Security Act (hereinafter in this section referred
to as “medicare beneficiaries”).

(b) PREVENTIVE HEALTH SERVICES UNDER DEMONSTRATION PrO-
GRAM.—The preventive health services to be made available under
the demonstration program shall include—

(1) health screenings,
(2) health risk appraisals,
(3) immunizations, and
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(4) counseling on and instruction in—

(A) diet and nutrition,

(B) reduction of stress,

(C) exercise and exercise programs,

(D) sleep regulation,

(E) injury prevention,

(F) prevention of alcohol and drug abuse,

(G) prevention of mental health disorders,

(H) self-care, including use of medication, and

(D reduction or cessation of smoking.

(c) Conpucr oF ProGrRAM.—The demonstration program shall—

(1) be conducted under the direction of accredited public or
private nonprofit schools of public health or preventive medi-
cine departments accredited by the Council on Education for
Public Health;

(2) be conducted in no fewer than five sites, which sites shall
be chosen so as to be geographically diverse and shall be readily
accessible to a significant number of medicare beneficiaries;

(3) involve community outreach efforts at each site to enroll
th(ii maximum number of medicare beneficiaries in the program;
an

(4) be designed—

(A) to test alternative methods of payment for preventive
health services, including payment on a prepayment basis
as well as payment on a fee-for-service basis,

(B) to permit a variety of appropriate health care provid-
ers to furnish preventive health services, including physi-
cians, health educators, nurses, allied health personnel, di-
eticians, and clinical psychologists, and

(C) to facilitate evaluation under subsection (d).

(d) EvALUATION.—The Secretary shall evaluate the demonstration
Dproject in order to determine—

(1) the short-term and long-term costs and benefits of provid-
ing preventive health services for medicare beneficiaries, includ-
ing any reduction in inpatient services resulting from providing
the services, and

(2) what practical mechanisms exist to finance preventive
health services under title XVIII of the Social Security Act.

(e) ReporTs TO CONGRESS.—(1) Not later than three years after
the date of the enactment of this Act, the Secretary shall submit a
preliminary report to the Committees on Ways and Means and
Energy and Commerce of the House of Representatives and to the
Committee on Finance of the Senate on the progress made in the
demonstration program, including a description of the sites at
which the program is being conducted and the preventive health
services being provided at the different sites.

(9) Not later than five years after the date of the enactment of
this Act, the Secretary shall submit a final report to those Commit-
tees on the demonstration program and shall include in the report—

(A) the evaluation described in subsection (d), and _

(B) recommendations for appropriate legislative changes to in-
corporate payment for cost-effective preventive health services
into the medicare program.
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pING.—Expenditures made for the demonstration program
shg;lIZNmade fronf the Federal Supplementary Medical Insurance
Trust Fund (established by section 1841 of the Social Security Act).
Grants and payments under contracts may be made either in ad-
vance or by way of reimbursement, as may be determined by the Sec-
retary, and shall be made in such installments and on such condi-
tions as the Secretary finds necessary to carry out the purpose of this
section. Funding for the demonstration program shall not exceed
$4,000,000 over the duration of the program.

(g) Warver oF MEDICARE REQUIREMENTS.—The Secretary shall
waive compliance with such requirements of tzt]e XVIIT of the
Social Security Act to the extent and for the period the Secretary
finds necessary for the conduct of the demonstration program.

SEC. 9315. EXTENSION OF GAO REPORTING DATE. .

(a) ExTENsION.—Section 2526(e)2) of the Deficit Reduction Act of
1984 (98 Stat. 1088) is amended by striking out “12 months after the
date of the enactment of this Act” and inserting in lieu thereof
“May 1, 1986

(b) EFFECTIVE DATE.—The amendment made by this section shall
apply as though it were included in the Deficit Reduction Act of
1984 as originally enacted.

PART 4—PEER REVIEW ORGANIZATIONS

SEC. 9401 IogvzggCENT PEER REVIEW OF CERTAIN SURGICAL PROCE-
(@) REQUIREMENT.—Section 1154(a) of the Social Security Act (42
US.C. 1895c-3(a)) is amended by adding at the end thereof the fol-
lowing new paragraph:
“(12) The organization shall perform the review, referral, and
other functions required under section 11 64.”.
(b) ApbpITioNAL PEER REVIEW FUNCTIONS.—Part B of title XI of

the Social Security Act is amended by adding at the end the follow-
Ing new section:

“100 PERCENT PEER REVIEW FOR CERTAIN SURGICAL PROCEDURES

“SEc. 116}4. (a) 100 PERCENT REeviEw Funcrion.—

“U In GENERAL.—Each utilization and quality control peer
review organization shall perform the review described in sec-
tion 1154(a)1) for 100 percent of the surgical procedures speci-
led pursuant to subsection (b).

“2) Y:IMING OF REVIEW.—

“A4) In GENERAL.—Except as provided in subparagraph
;B), tl(zie review required under paragraph (1) shall be per-
ormed—

“t) before the performance of the Dprocedure, in the

ca.?‘e.qf an outpatient procedure, or
Gy befor_'e admission to the hospital for the provi-
siwon of services in connection with the Dprocedure, in the
.. case of a procedure performed on an inpatient basis.
B) EXCEPTION.—The review with respect to a procedure
need not be performed by the time specified in subpara-
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graph (A) in cases of a medical emergency and under such
other circumstances as the Secretary may specify.
“(b) SPECIFICATION OF SURGICAL PROCEDURES AND QUALIFIED RE-
VIEWERS.—

“0) INn conTRACT.—The contract with each organization
under this part shall specify at least 10 surgical procedures to
be covered under this section.

“(2) SELECTION GUIDELINES.—

“lA) IN GENERAL.—The specification of procedures shall
be consistent with selection guidelines established by the
Secretary under paragraph (8). The procedures specified
shall be included among the surgical procedures which the
Secretary has identified as reasonably being able to meet
such guidelines.

“(B) ExceprioN.—The Secretary may permit an organiza-
tion to include among the procedures specified under para-
graph (1) procedures not identified by the Secretary under
paragraph (2XA) if to do so would be cost effective and con-
sistent with the criteria described in paragraph (3).

“(3) CriterIA.—The Secretary shall establish such guidelines
and identify such surgical procedures consistent with the fol-
lowing criteria:

“YA) The procedure is one which generally can be post-
poned without undue risk to the patient.

“(B) The procedure is a high volume procedure among pa-
tients who are covered under the programs established
under title XVIII or is a high cost procedure.

“C) The procedure has a comparatively high rate of non-
confirmation upon examination by another qualified physi-
cian, there is substantial geographic variation in the rates
of performance of the procedure, or there are other reasons
why pre-procedure review for 100 percent of the procedures
would be cost effective.

“t}) QUALIFICATIONS FOR PHYSICIANS PROVIDING SECOND
OPINIONS.—

‘““A) In GENERAL.—The Secretary shall specify, for each
procedure identified under paragraphs (2) and (3), the type
or types of board certified or board eligible specialists who
may conduct a second opinion, required under subsection
(c), based upon the nature of the procedure.

‘““B) FREEDOM OF CHOICE OF PATIENT TO CHOOSE PHYSI-
ciaN.—Subject to paragraphs (C) and (D), the patient may
choose any physician of the proper specialty under subpara-
gra}Jh (A) to provide the second opinion.

“C) PHYSICIANS PROHIBITED FROM PROVIDING SECOND
OPINIONS.—For purposes of this section, a second opinion
may not be provided by a physician who is affiliated with,
or has a common financial interest with, the physician who
rendered the first opinion that the procedure was necessary.

“D) RestrIcTED LIST.—In accordance with guidelines of
the Secretary, an organization may disqualify a physician
from providing a second opinion under this section because
of the gross unreliability of the second opinions provided.

“c) REQUIRING A SECOND OPINION IN CERTAIN CASES.—
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“(1) DETERMINATIONS BY ORGANIZA?‘ION.—In the case of_’ a
review performed pursuant to subsection (a), the organization
shall determine, based on such review, that the surgical proce-
dure— )

“(A) is reasonable and medically necessary,

“B) is not reasonable and medically necessary, or

“(C) may be considered reasonable and necessary, but, be-
cause of questions as to the medical appropriateness of per-
forming the procedure, it is appropriate to require the pa-
tient to seek a second opinion as to the necessity and appro-
priateness of performing the procedure before the perform-
ance of the procedure.

The Secretary shall develop appropriate measures to ensure that
second opinions are only required in situations where a second
opinion is needed to resolve outstanding uncertainties as to the
medical necessity of the procedure. The organization shall
notify, in accordance with section 1154(a)3), the physician, pa-
tient, and hospital or other entity furnishing the service, in the
event of a determination under subparagraph (B) or (C) of this
paragraph.

“(2) PROHIBITION OF PAYMENT IF REQUIRED SECOND OPINION
Nor PROVIDED.—No payment may be made under part A or part
B of title XVIII with respect to items or services furnished in
connection with a surgical procedure for which there is a deter-
mination described in paragraph (1)XC), unless the individual
undergoing the procedure obtains the second opinion required
under that paragraph. The second opinion need not necessarily
agree with the first opinion in order for payment to be made.

“(3) EXCEPTIONS FOR ELECTIVE SECOND OPINIONS.—Para-
graphs (1XC) and (2) shall not apply to a surgical procedure if—

‘“(A) a delay in providing tke procedure would result in a
risk to the patient;

“(B) no physician is availabdle (within such reasonable
limits as the Secretary shall specify) who is (i) qualified to
provide the second opinion, and (ii) a participating physi-
cian or a physician who has agreed to accept assignment
for the second opinion; or

“(C) the procedure is to be performed on a patient who is
a member of a health maintenance organization or competi-

tive medical plan having a risk-sharing contract with the
Secretary under section 1876.

“d) {?EFERRAL MEcHANISM FOR SECOND OPINIONS. —

(1) ACTING AS REFERRAL CENTER.—Each organization shall
serve as a referral center for second opinions required under
thfs section.

& REFERRAZ_, OF PATIENT.—The organization shall maintain
a list of physicians qualified to provide a second opinion and
shall advise the patient as to which physicians are participal-
ing physicians (within the meaning of section 1842(h)) and
which Physicians have agreed to accept assignment to perform
f‘(e;clotr(z)daog;rglo.?s.dTh}f organ izati(})ln shall assist patients in refer-

lyted physician of the appropri ] -
poses of providing the opinion].c ppropriate specialty for pur
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“43) FORWARDING OF RELEVANT MEDICAL RECORDS.—Each peer
review organization shall, if the patient seeking the second
opinion so requests, obtain the relevant medical records from
the physician who rendered the first opinion that the procedure
was necessary, and provide the relevant information to the phy-
sician selected by the patient to render the second opinion.

“le) NotIcE 10 PHYSICIANS, HOSPITALS, AND BENEFICIARIES.—The
Secretary shall assure that notice is provided to physicians, hospi-
tals, ambulatory surgical centers, and beneficiaries respecting the
activities under this section, including the applicable list of surgical
procedures specified under this section.”.

(b) WAIVER oF DEDUCTIBLE AND COPAYMENTS.—

(1) DepuctiBLE.—Section 1833(b) of the Social Security Act
42 US.C. 1395l()) is amended by striking out “and” before
“(4)’, and by inserting before the period at the end of the first
sentence the following: “, and (5) such deductible shall not
apply with respect to items and services furnished in connection
with obtaining a second opinion required under section
1164(cX?) (or a third opinion, if the second opinion was in dis-
agreement with the first opinion)”.

(2) CoraYMENTS.—(A) Section 1833(a)(1) of such Act (42 U.S.C.
1395l(a)X1)) is amended by striking out “and’ before ‘(F)”, and
by adding at the end thereof the following: “and (G) with re.
spect to items and services (other than clinical diagnostic labo-
ratory tests) furnished in connection with obtaining a second
opinion required under section 1164(c)X?) (or a third opinion, if
the second opinion was in disagreement with the first opinion),
the amounts paid shall be 100 percent of the reasonable charges
for such items and services;’’.

(B) Section 1833(aX1XD) of such Act is amended by striking
out “or under the procedure described in section 1870(f)(1)” and
inserting in lieu thereof ‘, under the procedure described in sec-
tion 1870(fX1), or for tests furnished in connection with obtain-
ing a second opinion required under section 1164(cX?) (or a
third opinion, if the second opinion was in disagreement with
the first opinion)”.

(C) Section 1833(a)2XA) of such Act is amended by inserting “, to
items and services (other than clinical diagnostic laboratory tests)
furnished in connection with obtaining a second opinion required
under section 1164(cX?) (or a third opinion, if the second opinion
was in disagreement with the first opinion),” after “(other than du-
rable medical equipment)”. .

(D) Section 1833(aX2XD) of such Act is amended by striking out
“or to a provider having an agreement under section 1866” and in-
serting in lieu thereof “to a provider having an agreement under
section 1866, or for tests furnished in connection with obtaining a
second opinion required under section 1164(c)(2) (or a thrd opinion,
if the second opinion was in disagreement with the first opinion)”.

(E) Section 1833(aX3) of such Act is amended by inserting after
“1861(sX10XA)” the following: “and for items and services furnished
in connection with obtaining a second opinion required under sec-
tion 1164(cX2), or a third opinion, if the second opinion was in dis-
agreement with the first opinion”.
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last sentence of section 1866(a)2)(A) of such Act (42 I’J,.S.C,
13{9?007(12)‘3(2)&)) is amenged by inserting after “1861(s10)(A)” the
following: “ with respect to items and services furnished in connec-
tion with obtaining a second opinion required under section
1164(cX?) (or a third opinion, if the second opinion was in disagree-
ment with the first opinion),”.

CONFORMING AMENDMENTS.— .
@ (1) EXCLUSIONS FROM COVERAGE.—Section 1862(a) of the

Social Security Act (42 U.S.C. 1395g(a)), as amended by section
9307(a) of this title, is amended—
(A) by striking out “or” at the end of paragraph (14);
(B) by striking out the period at the end of paragraph (15)
and inserting in lieu thereof *; or’; and _
(C) by adding at the end thereof the following new para-
raph:

“(‘]gé’) I;Curnished in connection with a surgical procedure for
which a second opinion is required under section 1164(cX?) and
has not been obtained.”.

(d) ErrectivE DATES.—The amendments made by subsection (a)
shall apply to items and services furnished on or after January I,
1987. The Secretary of Health and Human Services shall provide for
such modification of contracts under part B of title XI of the Social
Security Act that are in effect on that date as may be necessary to
effect these amendments on a timely basis.

(e) Srupy.—The Secretary of Health and Human Services shall
conduct a study of the results of the amendments made by this sec-
tion, and shall report the results of the study to the Congress within
36 months after the date of the enactment of this Act.

SEC. 9402. PEER REVIEW ORGANIZATION REIMBURSEMENT.
(a) REIMBURSEMENT AMOUNTS.—Section 1866(a)1)(F) of the Social
Security Act (42 U.S.C. 1395¢cc(a)1)(F)) is amended—

(1) by striking out clause (iii),

(2) by inserting “and’ at the end of clause (ii),

(3) by redesignating clause (iv) as clause (iii), and

(4) by striking out “1982” in clause (iii) as so redesignated
and inserting in lieu thereof “1986”.

(b) MonTHLY PAYMENTS.—Section 1153(cX8) of such Act (42 U.S.C.
1320c-2(c)8)) is amended to read as follows:

“8) reimbursement shall be made to the organization on a
monthly basis, with payments for any month being made not
later than 15 days after the close of such month.”

(c) ErFFECTIVE DaTES.—(1) The amendments made by subsection
(@) shall become effective on the date of the enactment of this Act.
(2) The amendment made by subsection (b) shall apply to contracts

znttered into or renewed on or after the date of the enactment of this
ct.

SE(C.).%g.?. DENIAL OF PAYMENT FOR SUBSTANDARD CARE.
a) DENIAL AuTHORITY FOR PRO.—Section 1154(@)?) of the Social
Security Act (42 l{'.S.C. 1320c-3(a)(2) is amended— /
_ (1) by striking out “subparagraphs (A) and (C)” and inserting
in lieu thereof “subparagraphs (A), (B), and (C)’* and
(2) by adding at the end thereof (after and below subpara-
graph (D)) the following:
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“Determinations that payment should not be made by reason of
subparagraph (B) of paragraph (1) shall be made only on the
basis of criteria which are consistent with guidelines estab-
lished by the Secretary.”.

(b) WaIvER oF LiABILITY.—Section 1866(a)1) of such Act (42
US.C. 1395cc(a)1)) is amended by striking out “and” at the end of
subparagraph (G), by striking out the period at the end of subpara-
graph (H) and inserting in lieu thereof , and”, and by inserting
after subparagraph (H) the following new subparagraph:

“D not to charge any individual or any other person for
items or services for which payment under this title is denied
under section 115}(a)X2) by reason of a determination under sec-
tion 1154(aX1XB).".

(¢) EFFEcTIVE DATE.—The amendments made by this section shall
become effective on the date of the enactment of this Act.

SEC. 9404. HEALTH MAINTENANCE ORGANIZATION MEMBERSHIP ON PEER
REVIEW ORGANIZATION BOARDS.

(a) REmMovAL OF ONE-MEMBER LIMITATION.—Section 1153(b)(2)(A)
of the Social Security Act (42 U.S.C. 1320c-2(b)(2)(A)) is amended by
striking out “consists only of one individual member of the govern-
ing board” and inserting in lieu thereof “consists only of members
of the governing board’’,

(b) EFFeCTIVE DATE.—The amendment made by this section shall
become effective on the date of the enactment of this Act.

SEC. 9405. PEER REVIEW ORGANIZATION REVIEW OF HEALTH MAINTE.-
NANCE ORGANIZATIONS.

(a) COMPARABLE REVIEW FOR HEALTH MAINTENANCE ORGANIZA-
TIONS AND COMPETITIVE MEDICAL PLANS.—Section 1154(a)1) of the
Social Security Act (42 U.S.C. 1320c-3(a)(1) is amended by inserting
“6including where payment is made for’such services to eligible or-
g{a‘rgzations pursuant to contracts under section 1876)” after “title

7.

(b) EFFecTIVE DATE.—The amendment made by this section shall
apply to items and services furnished on or after January 1, 1987.
SEC. 9406. SUBSTITUTE REVIEW PENDING TERMINATION OF A PEER

REVIEW ORGANIZATION CONTRACT.

(a) SusstiTuTE REVIEW.—Section 1153(d) of the Social Security
Act (42 U.S.C. 1320c-2(d)) is amended by adding at the end thereof
the following new paragraph:

“(4) During the period after the Secretary has given notice of
intent to terminate a contract, and prior to the time that the Secre-
tary enters into a contract with another utilization and quality con-
trol peer review organization, the Secretary may transfer review re-
sponsibilities of the organization under the contract being terminat-
ed to another utilization and quality control peer review organiza-
tion, or to an intermediary or carrier having an agreement under
section 1816 or a contract under section 1842.".

(b) ErrecTivE DATE.—The amendment made by this section shall
become effective on the date of the enactment of this Act.
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Subtitle B—Medicaid and Maternal and Child Health

SEC. 9501. SERVICES FOR PREGNANT WOMEN. ‘ '

(a) ExpanpED COVERAGE.—Section 1905(n)1) of the Social Securi-
ty Act (42 U.S.C. 1396d(n)(1) is amended—

(1) by striking out “or” at the end of subparagraph (A);

(2) by striking out “and” at the end of subparagraph (B) and
inserting in lieu thereof “or’; and )

(3) by adding after subparagraph (B) the following new sub-

ragraph: .
pa“(é) olt)herwise meets the income and resources requirements of
a State plan under part A of title IV; and”. .

(b) OpTIONAL EXPANSION OF PREGNANCY-RELATED SERVICES. —Se_c-
tion 1902(a)X10) of such Act (42 U.S.C. 1396a(a)(10)) is amended, in
the matter after subparagraph (D) ther eof — ) L

(1) by striking out “and” before “(IV)” and inserting in lieu
thereof a comma, and ‘

(2) by inserting before the semicolon at the end thereof the fol-
lowing: “, and (V) the making available to pregnant women cov-
ered under the plan of services relating to pregnancy (including
prenatal, delivery, and postpartum services) or to any other con-
dition which may complicate pregnancy shall not , by reason of
this paragraph (10), require the making available of such serv-
ices, or the making available of such services of the same
amount, duration, and scope, to any other individuals, provided
such services are made available (in the same amount, dura-
tion, and scope) to all pregnant women covered under the State
plan”.

(c) PostpArRTUM ELIGIBILITY FOR PREGNANT WOMEN.—Section
1902¢e) of such Act (42 U.S.C. 1396b(e)) is amended by adding at the
end the following new paragraph:

“5) A woman who, while pregnant, is eligible for, has applied for,
and has received medical assistance under the State plan, shall con-
tinue to be eligible under the plan, as though she were pregnant, for
all pregnancy-related and postpartum medical assistance under the
plan, until the end of the 60-day period beginning on the last day of
her pregnancy.”’.

(d) EFFECTIVE DATES. —

(1) EXPANDED COVERAGE.—(A) The amendments made by sub-
section (a) apply (except as provided under subparagraph (B)) to
payments under title XIX of the Social Security Act for calen-
dar quarters beginning on or after the April 1, 1986, without
regard to whether or not final regulations to carry out the
amendments have been promulgated by that date.

(B) In the case of a State plan for medical assistance under
title XIX of the Social Security Act which the Secretary of
Health and Human _Serv'ices determines requires State legisla-
tion (other than legislation appropriating funds) in order for
the plan to meet the additional requirement imposed by the
amendments made by subsection (a), the State plan shall not be
regarded as failing to comply with the requirements of such
title solely on the basis of its failure to meet this additional re-
quirement before the first day of the first calendar quarter be-
ginning after the close of the first regular session of the State



139

‘lzgislature that begins after the date of the enactment of this
ct.

(2) OPTIONAL SERVICES.—The amendments made by subsection
f4b) shall become effective on the date of the enactment of this

ct.

(3) CONTINUED COVERAGE.—The amendment made by subsec-
tion (c) shall apply to medical assistance furnished to a woman
on or after the date of the enactment of this Act.

SEC. 9502. MODIFICATIONS OF WAIVER PROVISIONS FOR HOME AND COM-
MUNITY-BASED SERVICES.

(a) ExprLicrt INcLUSION OF CERTAIN PREVOCATIONAL AND Ebuca-

TIONAL SERVICES.—Section 1915(c) of the Social Security Act (42

U.S.C. 1396n(c) is amended by adding at the end thereof the follow-

ing new paragraph:

“45) For purposes of paragraph (4)(B), the term ‘habilitation serv-
ices’, with respect to individuals who receive such services after dis-
charge from a skilled nursing facility or intermediate care facility—

“CA) means services designed to assist individuals in acquir-
ing, retaining, and improving the self-help, socialization, and
adaptive skills necessary to reside successfully in home and
community based settings; and

“B) includes (except as provided in subparagraph (C)) prevo-
cational, educational, and supported employment services; but

“0C) does not include—

“l) special education and related services (as defined in
section 602(16) and (17) of the Education of the Handi-
capped Act (20 U.S.C. 1401(16), (17)) which otherwise are
available to the individual through a local educational
agency; and

“ii) vocational rehabilitation services which otherwise
are available to the individual through a program funded
under section 110 of the Rehabilitation Act of 1973 (29
U.S.C. 730).”.

(b) PErMITTING HOSPITAL LEVEL OF CARE FOR CERTAIN PARTICI-
PANTS.—(1) Section 1915(c)1) of such Act (42 U.S.C. 1396n(c)1)) is
amended by inserting “or but for the provision of such services the
individuals would continue to receive inpatient hospital services,
skilled nursing facility services, or intermediate care facility services
because they are dependent on ventilator support the cost of which
is reimbursed under the State plan” before the period at the end
thereof.

@) gection 1915X2XC) of such Act (42 US.C. 1396n(ck2)C) is
amended—

(A) by inserting “hospital or” after ‘provided in a’; and

(B) by inserting “inpatient hospital services or” after “the pro-
vision of”’

(¢) PrROHIBITING IMPOSITION OF CERTAIN REGULATORY LIMITS.—
Section 1915(c) of such Act (42 U.S.C. 1396n(c) as amended by sub-
section (a), is further amended— . .

(1) in paragraph (2)D), by inserting “100 percent of” after
“does not exceed’; and )

(2) by adding at the end thereof the following new paragraph.:
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; 11} lofa

“ retary may nol require, as a condition of approva
wai(férTl’tlfu}ge? thism:section under paragraph (2XD), that the szcrtl;}‘lll
total expenditures for home and co_mmur_uty—basgd_ services un d'e
o er (and a claim for Federal financial participation in expe}rlz I-
;Z(;‘lel; for the services) cannot exceed the approved estimates for these
services. The Secretary mgy not hdeny Eeder;ll t”‘liZZ?g:tarfdpt‘;lya"tle?rf

; services under such a waiver OUT A
(l;;légrrfglz:%cr;;’l)y with paragraph (2XD), a State has failea to comply

] jrement.”.
wl(tz?) sg(c);:lgvr;:];tlg; oF ExpENDITURES FOR CERTAIN DISABLED P&:-
T1ENTS.—Section 1915(c) of such Act (42 U.S.C. 15’.96’n(’¢i)), a.:-i (::an :
ed by subsection (c), is furth’elr amended by adding at the en ereof

ing new paragraph: .
th‘f‘(fglll(;lwrly;fking gstimé:z,;e]s) under p_aragrapﬁ xD) in thfi ca,zge 0);; a
waiver which applies only to physically disabled indivi _;4_(1' u;ho
are inpatients in skilled nursing or intermediate care faci ltzes,h_ ;:
State may determine the average per capita expenditure w (lic
would have been made in a fiscal year for those individuals un e;;
the State plan separately fr(})cm 'tll_ze‘ exeendzture for other individua

inpatients of those facilities.”.
wl;g) a,;ElI?It};;ZTTING ;'LEXIBILITY IN ESTABLISHING MAINTENANCE
INncoME STANDARDS.—Section 1915(c)3) of such Act (42 US.C.
1396n(c)3)) is amended by adding at the end the following new sen-
tence: “A waiver may provide, with respect to post-eligibility treat-
ment of income of all individuals receiving services ur,zde(' that
waiver, that the maximum amount of the Lndw;dual s income
which may be disregarded for any month for the maintenance needs
of the individual may be an amount greater than the maximum a,l,-
lowed for that purpose under regulations in effect on July 1, 1985.”,

(f) Waiver ExTENSIONS.—The Secretary of Health and Human
Services shall extend, upon request of the State, any waiver under
section 1915(c) of the Social Security Act which expires on or after
September 30, 1985, and before September 30, 1986. Such extension
shall be for a period of not less than one year nor more than five
years, subject to section 1915(e)1) of such Act. ) )

(8) Walver RENEWALS.—Section 1915(cX3) of the Social Security
Act (42 U.S.C. 1396n(c)3) is amended— )

(1) by striking out “additional three-year periods” and insert-
ing in lieu thereof “additional five-year periods’ and )

(2) by striking out “previous three-year period’ and inserting
in lieu thereof “previous waiver period”’.

(h) CoORDINATED SERVICES BETWEEN MCH PROGRAM AND HOME
AND CoMMUNITY-BASED SERVICE PROGRAMS.—Section 1915(c) of the
Social Security Act (42 U.S.C. 1396n(c), as amended by subsection
(d) of this section, is further amended by adding at the end thereof
the following new paragraph:

“(8) The State agency administering the plan under this title may,

whenever appropriate, enter into cooperative arrangements with the

State agency responsible for administering the program for children

with special health care needs under title V in order to assure im-

grovefg access to coordinated services to meet the needs of such chil-
ren.”,

(1) SUBSTITUTION OF PARTICIPANTS.—(1) Section 1915(c) of the
Social Security Act (42 U.S.C. 1396n(c)), as amended by subsection
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(h) of this section, is further amended by adding at the end thereof
the following new paragraph:

“9) In the case of any waiver under this subsection which con-
tains a limit on the number of individuals who shall receive home
or community-based services, the State may substitute additional in-
dividuals to receive such services to replace any individuals who die
or become ineligible for services under the State plan.”.

() EFFECTIVE DATES.—

(1) HABILITATION SERVICES.— The amendment made by sub-
section (a) shall be effective for services furnished on or after
the date of the enactment of this Act.

(2) HosSPITALIZED PATIENTS.—The amendments made by sub-
section (b) shall be effective for services furnished on or after
October 1, 1985.

(3) PROHIBITION OF REGULATORY LIMITS AND TREATMENT OF
CERTAIN PHYSICALLY DISABLED INDIVIDUALS.—The amendments
made by subsections (¢) and (d) shall apply to applications for
waivers (or renewals thereof) filed before, on, or after, the date
of the enactment of this Act and for services furnished on or
after August 13, 1981.

(4) INcOME STANDARDS.—The amendment made by subsection
(e) shall apply to waivers (or renewals thereof) approved on or
after the date of the enactment of this Act.

(5) WAIVER EXTENSIONS.—Subsection (f) shall apply to waiv-
ers expiring on or after September 30, 1985, and before Septem-
ber 30, 1986.

(6) WAIVER RENEWALS.—The amendments made by subsection
(@) shall become effective on September 30, 1986.

(7) COORDINATED SERVICES AND SUBSTITUTION OF PARTICI-
PANTS.—The amendments made by subsections (h) and (i) shall
become effective on the date of the enactment of this Act.

SEC. 9503. THIRD-PARTY LIABILITY.

(@) AMENDMENTS TO STATE PLAN REQUIREMENTS.—(1) Section
1902(a)25) of the Social Security Act (42 U.S.C. 1396a(a)25) is
amended to read as follows:

“025) provide—

“A) that the State or local agency administering such
plan will take all reasonable measures to ascertain the
legal liability of third parties (including health insurers) to
pay for care and services available under the plan, includ-
ing—

& “(i) the collection of sufficient information (as speci-
fied by the Secretary in regulations) to enable the State
to pursue claims against such third parties, with such
information being collected at the time of any determi-
nation or redetermination of eligibility for medical as-
sistance, and

“(ii) the submission to the Secretary of a plan (sub-
ject to approval by the Secretary) for pursuing claims
against such third parties, which plan shall—

“I) be integrated with, and be monitored as a
part of the Secretary’s review of, the State’s mecha-



142

nized claims processing and information retrieval
system under section 1903(r), and .
“II) be subject to the prouvisions of section
1903(r)(}) relating to reductions in Federal pay-
ments for failure to meet conditions of approval,
but shall not be subject to any other financial pen-
alty as a result of any other monitoring, quality
control, or auditing requirements;

“B) that in any case where such a legal liability is found
to exist after medical assistance has been made available
on behalf of the individual and where the amount of reim-
bursement the State can reasonably expect to recover ex-
ceeds the costs of such recovery, the State or local agency
will seek reimbursement for such assistance to the extent of

uch legal liability;

: “C) fhat in they case of an individual who is entitled to
medical assistance under the State plan with respect to a
service for which a third party is liable for payment, the
person furnishing the service may not seek to collect from
the individual (or any financially responsible relative or
representative of that individual) payment of an amount
for that service (i) if the total of the amount of the liabil-
ities of third parties for that service is at least equal to the
amount payable for that service under the plan (disregard-
ing section 1916), or (ii) in an amount which exceeds the
lesser of (I) the amount which may be collected under sec-
tion 1916, or (II) the amount by which the amount payable
for that service under the plan (disregarding section 1916)
exceeds the total of the amount of the liabilities of third
parties for that service;

“(D) that a person who furnishes services and is partici-
pating under the plan may not refuse to furnish services to
an individual (who is entitled to have payment made under
the plan for the services the person furnishes) because of a
third party’s potential liability for payment for the service;

‘“(E) that in the case of prenatal or preventive pediatric
care (including early and periodic screening and diagnosis
services under section 1905(a)4)XB)) covered under the State
plan, thq State shall—

“G) make payment for such service in accordance
with the usual payment schedule under such plan for
such services without regard to the liability of a third
party for payment for such services; and

(1) seek reimbursement from such third party in ac-

‘ cordancq with subparagraph (B); and

(F) that in the case of any services covered under such
plan which are provided to an individual on whose behalf
child support enforcement is being carried out by the State
gggrlzfy under part D of title IV of this Act, the State

(1) make payment for such service in accordance
with the usual payment schedule under such plan for
such services without regard to any third-party liabil-
ity for payment for such services, if such third-party li-
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ability is derived (through insurance or otherwise) from
the parent whose obligation to pay support is being en-
forced by such agency, if payment has not been made
by such third party within 30 days after such services
are furnished; and
“(ii) seek reimbursement from such third party in ac-
_ cordance with subparagraph (B);”.

(2) Section 1902 of such Act (42 U.S.C. 1396a) is amended by in-
serting after subsection (f) the following new subsection:

“®) In addition to any other sanction available to a State, a State
may provide for a reduction of any payment amount otherwise due
with respect to a person who furnishes services under the plan in an
amount equal to up to three times the amount of any payment
sought to be collected by that person in violation of subsection
@X25XC).".

(b) PERFORMANCE STANDARDS AND REVIEW FOR MECHANIZED
CLaiMs PROCESSING AND INFORMATION RETRIEVAL SYSTEMS.—(1)
Section 19030 )6XJ) of such Act (42 U.S.C. 1396b(rX6)J) is amended
to read as follows:

‘) develop and disseminate performance standards for as-
sessing the State’s third party collection efforts in accordance
with section 1902(aX25)XA)Gi).".

(9) Section 1903(r)4)XA) of such Act (42 US.C. 1896b(r)i)A)) is
amended—

(A) by striking out ‘“once each fiscal year” and inserting in
lieu thereof ‘“‘once every three years’; and

(B) by adding at the end thereof the following: “Reviews may,
at the Secretary’s discretion, constitute reviews of the entire
system or of only those standards, systems requirements, and
other cor’editions which have demonstrated weakness in previous
reviews. ”.

(¢) RecuraTioNs.—The Secretary of Health and Human Services
shall promulgate final regulations necessary to carry out sections
1902(aX25) and 1903(rX6)J) of the Social Security Act within 6
months after the date of the enactment of this Act.

(d) ERISA AMENDMENT.—(1) Section 514(b) of the Employee Re-
tirement Income Security Act of 1974 (29 U.S.C. 11}4) is amended by
adding at the end thereof the following new paragraph:

“8) Subsection (a) of this section shall not apply to any State law
mandating that an employee benefit plan not include any provision
which has the effect of limiting or excluding coverage or payment
for any health care for an individual who would otherwise be cov-
ered or entitled to benefits or services under the terms of the employ-
ee benefit plan, because that individual is provided, or is eligible
for, benefits or services pursuant to a plan under title XIX of the
Social Security Act, to the extent such law is necessary for the State
to be eligible to receive reimbursement under title XIX of that Act.”

(2XA) Except as provided in subparagraph (B), the amendment
made by paragraph (1) shall become effective on October 1, 1986.

(B) In the case of a plan maintained pursuant to one or more col-
lective bargaining agreements between employee representatives and
one or more employers ratified on or before the date of the enact-
ment of this Aet, the amendment made by paragraph (1) shall
become effective on the later of—
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(i) October 1, 1986; or
i) the earlier of— . L.
w (D the date]i)n which the last of the collective bargaining
agreements under which the plan is maintained, which
were in effect on the date of the enactment of this Act, ter-
minates (determined without regard to any extension there-
of agreed to after the date of the enactment of this Act); or
(D) three years after the date of the enactment of this
Act. .

(e) ConprTION OF ELIGIBILITY.—Section 1 912(a)1) (_)f .the Socz‘c‘zl Se',-’
curity Act (42 US.C. 1396k(a)(1)) is amended by striking out “and
at the end of subparagraph (A), and by adding at the end thereof
the following new subparagraph: o o

“(C) to cooperate with the State in identifying, and pro-
viding information to assist the State in pursuing, any
third party who may be liable to pay for care and services
available under the plan, unless such individual has good
cause for refusing to cooperate as determined by the State
agency in accordance with standards prescribed by the Sec-
retary, which standards shall take into consideration the
best interests of the individuals involved; and’.

(f) Disrecarp  FromM  ERRONEOUS  PAYMENTS.—Section
1903(u)1XD) of such Act (42 US.C. 1396b(u)1)D)) is amended by
adding at the end thereof the following new clause:

“Guv) In determining the amount of erroneous excess payments,
there shall not be included any error resulting from a failure of an
individual to cooperate or give correct information with respect to
third-party liability as required under section 1912(a)X1)XC) or
402(a)26)(C)."".

(8) ErrectivE DATES.—(1) Except as otherwise provided, the
amendments made by this section shall apply to calendar quarters
beginning on or after the date of the enactment of this Act.

(2) In the case of a State plan for medical assistance under title
XIX of the Social Security Act which the Secretary of Health and
Human Services determines requires State legislation (other than
legislation appropriating funds) in order for the plan to meet the
additional requirements imposed by the amendments made by this
section, the State plan shall not be regarded as failing to comply
with the requirements of such title solely on the basis of its failure
to meet these additional requirements before the first day of the
first calendar quarter beginning after the close of the first regular
session of the State Legislature that begins after the date of the en-
acg)r)ze]r\z,t of thés Act.

/ INo penalty may be applied against any State for a violation o
section 1902(a)(25) of the Social Security Act occurCing prior to thef
effective date of the amendments made by this section.

(4) The amendment made by subsection (c) shall become effective
on the date of the enactment of this Act.

SEC. 9504. RESPIRATORY CARE SERVI
INDIVIDUALS. CES FOR VENTILATOR-DEPENDENT

(a) OPTIONAL SERVICES.—Section 1902(e) of the Social Security Act
y Ac
(42 U.S.C. 1396b(e)), as amended by section 9501 of this Act, is fur-
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ther ;‘zmended by adding at the end thereof the following new para-

ph:

“(6XA) At the option of the State, the plan may include as medi-
cal assistance respiratory care services for any individual who—

“i) is medically dependent on a ventilator for life support at
least six hours per day;

“(ii) has been so dependent for at least 30 consecutive days or
the maximum number of days authorized under the State plan,
whichever is less, as an inpatient in one or more hospitals,
skilled nursing facilities, or intermediate care facilities;

“Gii) but for the availability of respiratory care services,
would require respiratory care as an inpatient in a hospital,
skilled nursing facility, or intermediate care facility, and would
be eligible to have payment made for such inpatient care under
the State plan;

“liv) has adequate social support services to be cared for at
home; and

“tv) wishes to be cared for at home.

‘‘B) For purposes of this paragraph, respiratory care services
means services provided on a part-time basis in the home of the in-
dividual by a respiratory therapist or other health care professional
trained in respiratory therapy (as determined by the State), payment
for which is not otherwise included within other items and services
fz;amifhed to such individual as medical assistance under the
plan.”.

(b) Warver oF COMPARABILITY.—Section 1902(a)10) of such Act
42 US.C. 1396a(a)10), as amended by section 9501 of this Act, is
further amended, in the matter following subtparagraph (D)—

(1) by striking out “and” before ‘“(V)"” and inserting in lieu
thereof a comma; and

(2) by inserting before the semicolon at the end thereof the fol-
lowing: “ and (VI) the making available of respiratory care
services in accordance with subsection (e)(6) shall not, by reason
of this paragraph (10), require the making available of such
services, or the making available of such services of the same
amount, duration, and scope, to any individuals not included
under subsection (e)X6)A), provided such services are made
available (in the same amount, duration, and scope) to all indi-
viduals described in such subsection’.

(¢c) ErrecTiveE DaTE.—The amendments made by this section shall
apply to services furnished on or after April 1, 1956.

SEC. 9505. OPTIONAL HOSPICE BENEFITS.

(a) CovERAGE oF HospICE CARE AS AN OPTIONAL MEDICAID BENE-
Frr.—Section 1905 of the Social Security Act (42 U.S.C. 1396d) is
amended—

(1) in subsection (a)—
(A) by striking out “and” at the end of paragraph (17);
(B) by redesignating paragraph (18) as paragraph (19);
nd

a
(C) by inserting after paragraph (17) the following new

“(fg) hosp?ce. care (as defined in subsection (0)); and’; and
(9 by adding at the end thereof the following new subsection:



146

“toX1) The term ‘hospice care’ means the care described in section
1861¢dd)1) furnished by a hospice program (as defined in section
1861(dd)2)) to a terminally ill individual who has voluntarily elect-
ed (in accordance with paragraph (2)) to have payment made for
hospice care instead of having payment made for certain benefits de-
scribed in section 1812(d)X2)A) and intermediate care facility serv-
ices under the plan. For purposes of such election, hospice care may
be provided to an individual while such individual is a resident of
a skilled nursing facility or intermediate care facility, but the only
payment made under the State plan shall be for the hospice care.

“2) An individual’s voluntary election under this subsection—

“A) shall be made in accordance with procedures that are es-
tablished by the State and that are consistent with the proce-
dures established under section 1812(d)2);

“(B) shall be for such a period or periods (which need not be
the same periods described in section 1812(d)1)) as the State
may establish;, and

“C) may be revoked at any time without a showing of cause
and may be modified so as to change the hospice program with
respect to which a previous election was made.’.

(b) ELI1GIBILITY. —

(1) LIMITATION TO TERMINALLY ILL INDIVIDUALS.—Section
1902(a)10) of such Act (42 U.S.C. 1396a(a)(10), as amended by
sections 9501 and 9504 of this Act, is further amended, in the
matter following subparagraph (D), by striking out “and” before
“VI)” and by inserting before the semicolon at the end thereof
the following: “, and (VID) with respect to the making available
of medical assistance for hospice care to terminally ill individ-
uals who have made a voluntary election described in section
1905(0) to receive hospice care instead of medical assistance for
certain other services, such assistance may not be made avail-
able in an amount, duration, or scope less than that provided
under title XVIII, and the making available of such assistance
shall not, by reason of this paragraph (10), require the making
available of medical assistance for hospice care to other indi-
viduals or the making available of medical assistance for serv-
ices waived by such terminally ill individuals”,

(2) HIGHER INCOME STANDARD PERMITTED.—Section
1902(a)10XA)GD) of such Act (42 U.S.C. 1396a(a)10XAXii) is
amended—

(A) by striking out “or” at the end of subclause (V)

(B) by striking out the semicolon at the end of subclause
(VD) and inserting in lieu thereof “ or” and
(C) by adf‘ilng at the end the following new subclause:
(VID) who would be eligible under the State
plan under this title if they were in a medical in-
stitution, who are terminally ill, and who will re-
cetve hospice care pursuant to a voluntary election
described in section 1905(0):"
(c) PAYMENT FOR HOSPICE CARE.— '

(1) USE OF MEDICARE RATES.—Section 19
42 US.C. 189%a(a)(13)) is amendedeiwn 02(a)(13) of such Act

(A) by striking out “and” at the end of subparagraph (B);
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(B) by redesignating subparagraph (C) as subparagraph
(D); and

(O) by inserting after subparagraph (B) the following new
subparagraph:

“C) for payment for hospice care in the same amounts,
and using the same methodology, as used under part A of
title XVIIIL; except that a separate rate may be paid for hos-
pice care which is furnished to an individual who is a resi-
dent of a skilled nursing facility or intermediate care facil-
ity, and who would be eligible under the plan for skilled
nursing facility services or intermediate care facility serv-
ices if he had not elected to receive hospice care, to take
intg’szccount the room and board furnished by such facility;
and”.

(2) LiMitaTION ON CoPAYMENTS.—Subsections (a)X2) and (b)X2)
of section 1916 of the Social Security Act (42 U.S.C. 13960) are
each amended—

(A) by striking out “or” at the end of subparagraph (C);

(B) by striking out ‘; and” at the end of subparagraph
(D) and inserting in lieu thereof “, or’; and

(C)h by adding at the end the following new subpara-
graph:

“(B) services furnished to an individual who is receiving
hospice care (as defined in section 1905(0); and”.

(d) CONFORMING AMENDMENTS.—

(1) Section 1902(j) of such Act (42 U.S.C. 1396a(j) is amended
by striking out “(18)” and inserting in lieu thereof “(19)”.

(2) Section 1902a)10)C)iv) of such Act (42 U.S.C.
1396a(a)10XC)Gv) is amended by striking out ‘“through (17)”
and inserting in lieu thereof ‘“‘through (18)”.

(e) EFFECTIVE DATE.—The amendments made by this section shall
apply to medical assistance provided for hospice care furnished on
or after the date of the enactment of this Act.

SEC. 9506. TREATMENT OF POTENTIAL PAYMENTS FROM MEDICAID QUALI-

FYING TRUSTS.

(a) AMOUNTS TREATED AS BEING AVAILABLE FROM GRANTOR
TrusTts.—Section 1902 of the Social Security Act (42 U.S.C. 1396a) is
amended by adding at the end thereof the following new subsection:

“CkX1) In the case of a medicaid qualifying trust (described in
paragraph (2)), the amounts from the trust deemed available to a
grantor, for purposes of subsection (a)(17), is the maximum amount
of payments that may be permitted under the terms of the trust to
be distributed to the grantor, assuming the full exercise of discre-
tion by the trustee or trustees for the distribution of the maximum
amount to the grantor. For purposes of the previous sentence, the
term ‘grantor’ means the individual referred to in paragraph (2).

“(2) For purposes of this subsection, a ‘medicaid qualifying trust’
is a trust, or similar legal device, established by an individual (or
an individual’s spouse) under which the individual may be the ben-
eficiary of all or part of the payments from the trust and the distri-
bution of such payments is determined by one or more trustees who
are permitted to exercise any discretion with respect to the distribu-
tion to the individual.
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““8) This subsection shall apply without regard to—

“(A) whether or not the medicaid qualifying trust is irrevoca-
ble or is established for purposes other thc_zn to enable a grantor
to qualify for medical assistance under this title; or

“B) whether or not the discretion described in paragraph (%)
s actually exercised.

“(E %w Stt)z’te may waive the application of this subsection with
respect to an individual where the State determines that such appli-
cation would work an undue hardship.”. ‘

(b) ErFrFeCTIVE DATE.—The amendrr_zent made by subsect}on (a)
shall apply to medical assistance furnished on or after the first day
of the second month beginning after the date of the enactment of
this Act.

SEC. 9507. WRITTEN STANDARDS FOR PROVISION OF ORGAN TRANSPLANTS,

(a) DENIAL OF FEDERAL PAYMENTS FOR ORGAN TRANSPLANTS
UNLESS PROVIDED UNDER WRITTEN STANDARDS.—Section 1903(i) of
the Social Security Act (42 U.S.C. 1396b(i) is amended by inserting
before paragraph (2) the following new paragraph:

“(1) for organ transplant procedures unless the State plan
provides for written standards respecting the coverage of such
procedures and unless such standards provide that—

“(A) similarly situated individuals are treated alike; and

“(B) any restriction, on the facilities or practitioners
which may provide such procedures, is consistent with the
accessibility of high quality care to individuals eligible for
the procedures under the State plan.”

(b) EFFecTIVE DATE.—The amendments made by subsection (a)

ggg;l apply to medical assistance furnished on or after January 1,

SEC. 9508. OPTIONAL TARGETED CASE MANA GEMENT SERVICES.

(@) ExeMPTION FrOM CERTAIN REQUIREMENTS.—(1) Section 1915
of the Social Security Act (42 U.S.C. 1396n) is amended by adding at
the end thereof the following new subsection:

“eX1) A State may provide, as medical assistance, case manage-
ment services under the plan without regard to the requirements of
section 1902(a)1) and section 1902(a)10XB). The provision of case
management services under this subsection shall not restrict the
choice of the individual to receive medical assistance in violation of
section 1902(a)23).

“@) F,'or purposes of this subsection, the term ‘case management
seruices  means services which will assist individuals eligible under
the plan in gaining access to needed medical, social, educational,
and other services.”,

(2) Section 1915(b) of such Act (42 US.C. 1396n(®) is amended by
adding at the end thereof (after and below paragraph (4)) the fol-
lowmg:_ No waiver under this subsection may restrict the choice of
the individual in recetving services under section 1905(@)4)xC).”.

(b) EFFECTIVE DATE.—The amendments made by this section shall

(tz}fplil t(t) services furnished on or after the date of the enactment of
s Act.
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SEC. 9509. REVALUATION OF ASSETS.

(a) REVALUATION OF ASSETS.—Section 1902(a)13) of the Social Se-
curity Act (42 U.S.C. 1396a(a)13)), as amended by section 9505 of
this Act, is further amended—

(1) in subparagraph (B), by striking out “hospitals, skilled
nursing facilities, and intermediate care facilities” and insert-
ing in lieu thereof “hospitals’:

(2) by striking out “and” at the end of subparagraph (C):

(8) by redesignating subparagraphs (C) and (D) as subpara-
graphs (D) and (E); and

(4) by inserting after subparagraph (B) the following new sub-

ph:

“(C) that the State shall provide assurances satisfactory
to the Secretary that the valuation of capital assets, for
purposes of determining payment rates for skilled nursing
facilities and intermediate care facilities, will not be in-
creased (as measured from the date of acquisition by the
seller to the date of the change of ownership), solely as a
r;sult of a change of ownership, by more than the lesser
0 e—

“li) one-half of the percentage increase (as measured
over the same period of time, or, if necessary, as extrap-
olated retrospectively by the Secretary) in the Dodge
Construction Systems Costs for Nursing Homes, applied
in the aggregate with respect to those facilities which
have undergone a change of ownership during the
fiscal year, or

“ii) one-half of the percentage increase (as measured
over the same period of time) in the Consumer Price
Index for All Urban Consumers (United States city av-
erage).”.

(b) ErrecTIivE DATES.—(1) Except as provided in paragraphs (2)
and (3), the amendments made by this section shall apply to medi-
cal assistance furnished on or after October 1, 1985, but only with
respect to changes of ownership occurring on or after such date.

(2) The amendments made by this section shall not apply with re-
spect to a change of ownership pursuant to an enforceable agree-
ment entered into prior to October 1, 1985.

(3) In the case of a State plan for medical assistance under title
XIX of the Social Security Act which the Secretary of Health and
Human Services determines requires State legislation (other than
legislation appropriating funds) in order for the plan to meet the re-
quirements imposed by the amendments made by this section, the
State plan shall not be regarded as failing to comply with the re-
quirements of such title solely on the basis of its failure to meet the
requirements imposed by the amendments made by this section
before the first day of the first calendar quarter beginning after the
close of the first regular session of the State legislature that begins
after the date of the enactment of this Act.

(c) GAO Srupy.—The Comptroller General shall conduct a study
of the effects of the amendments made by this section, and shall
report the results of such study to the Congress two years after the
date of the enactment of this Act.
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SEC. 9510. BEGINNING DATE OF OPTIONAL COVERAGE FOR INDI VIDUALS IN
MEDICAL INSTITUTIONS. N ) .

(a) COVERAGE. — Section 1902(a)1 0)(4)(u)( V) of the Socml' Sec‘l‘trz-
ty Act (42 U.S.C. 1396a(a)1 O(AXIXV)) ts amended by inserting “for
a period of not less than 30 consecutive days (with eligibility b_y,
reason of this subclause beginning on the first day of such period
after “are in a medical institution”. _ .

(b) ErrecTIvE DaTE.—The amendment made by this section shall
apply with respect to payment for services furnished on or after Oc-
tober 1, 1985.

SEC. 9511. OPTIONAL COVERAGE OF CHILDREN. . .

(a) StaTe OpTION.—Section 1905(n)(2) of the“Soczal Security Act
42 US.C. 1396d(h)(2)) is amended by inserting (or suc,l} earlier date
as the State may designate)” after “September 30, 1983".

(b) ErrecTIiVE DATE.—The amendment made by this section shall
apply to services furnished on or after January 1, 1986.

SEC. 9512. OVERPAYMENT RECOVERY RULES. )
(a) OVERPAYMENT RECoVERY.—Section 1903(d)(2) of the Social Se-
curity Act (42 U.S.C. 1396b(d)(2)) is amended—
(1) by inserting “(A)” after “(2)’;
(2) By designating the second sentence as subparagraph (B),
properly indented and aligned below subparagraph (A); and
(3) by adding at the end thereof the following new subpara-
graphs: o

“(C) For purposes of this subsection, when an overpayment is dis-
covered, which was made by a State to a person or other entity, the
State shall have a period of 60 days in which to recover or attempt
to recover such overpayment before adjustment is made in the Feder-
al payment to such State on account of such overpayment. Except as
otherwise provided in subparagraph (D), the adjustment in the Fed-
eral payment shall be made at the end of the 60 days, whether or
not recovery was made.

“D) In any case where the State is unable to recover a debt which
represents an overpayment (or any portion thereof) made to a person
or other entity on account of such debt having been discharged in
bankruptcy or otherwise being uncollectable, no adjustment shall be
made in the Federal payment to such State on account of such over-
payment (or portion thereof).”

(b) EFFECTIVE DATE.—The amendments made by this section shall
apply to overpayments identified for quarters beginning on or after
October 1, 1985.

SEC. 9513. HOME AND COMMUNITY-BASED SERVICES DEMONSTRATIONS.

(a) DEMONSTRATION PROJECTS.—(1) The Secretary of Health and
Human Services shall allow four States (to be selected by the Secre-
tary) to conduct demonstration projects to determine whether, and
to what extent, State controlled home and community-based service
programs for elderly, disabled, and developmentally disabled indi-
viduals, who are eligible under the State’s plan approved under title
XIX of the Social Security Act, can reduce expenditures for the soci-
ety as a whole, for the Federal Government, and for the States.

(2) At least one of such demonstration projects shall include the
provision of home and community-based services for a significant
number of individuals with Alzheimer’s disease or related disor-
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ders, and at least one of such demonstration projects shall include
the provision of home and community-based services for a signifi-
cant number of individuals who are mentally retarded or develop-
mentally disabled.

(3) The Secretary shall approve any application for a project
under this section only after determining that the conduct of such
project will not lower, restrict, or delay the medical assistance avail-
able under the State plan approved under title XIX of the Social
Security Act to the individuals participating in the demonstration
project, and will not lower or restrict the income or resource stand-
ards or methodologies used under such State plan.

() DuraTION.—Each demonstration project shall be for a period
of three years. .

(c) Meprcaip ExpPENDITURE LEVELS.—Federal expenditures under
the demonstration projects shall exceed the amounts which would
otherwise be expended under title XIX of the Social Security Act for
services provided to the same individuals by not less than
$85,000,000 nor more than $88,000,000 for all four projects over the
3-year period of the projects. Such additional amounts may be used
to provide additional services such as habilitative services not other-
wise covered under the State plan, or care provided in small facili-
ties not otherwise eligible for payments under such plan, but all
standards for quality of care otherwise applicable under the State
plan shall apply.

(d) StraTES SELECTED.—In selecting the four States to carry out
the demonstration projects, the Secretary shall select programmati-
cally and demographically disparate States.

(e) EVALUATION.—The Secretary shall evaluate the demonstration
projects and submit a preliminary report during the third year of
the projects. There are authorized to be appropriated not less than
$1,500,000 nor more than $2,000,000 for purposes of such evaluation.
SEC. 9514. REGULATIONS FOR INTERMEDIATE CARE FACILITIES FOR THE

MENTALLY RETARDED.

The Secretary of Health and Human Services shall promulgate
proposed regulations revising standards for intermediate care facili-
ties for the mentally retarded under title XIX of the Social Security
Act within 60 days after the date of the enactment of this Act.

SEC. 9515. LIFE SAFETY CODE RECOGNITION.

For purposes of section 1905(c) of the Social Security Act, an inter-
mediate care facility for the mentally retarded (as defined in section
1905(d) of such Act) which meets the requirements of the relevant
sections of the 1985 edition of the Life Safety Code of the National
Fire Protection Association shall be deemed to meet the fire safety
requirements for intermediate care facilities for the mentally retard-
ed until such time as the Secretary specifies a later edition of the
Life Safety Code for purposes of such section, or the Secretary deter-
mines that more stringent standards are necessary to protect the
safety of residents of such facilities.

S. . REDUCTION PLANS FOR INTERMEDIATE CARE
SEC. 9516 Cogf g‘lgylg'?gSAi%DR THE MENTALLY RETARDED.

(a) CorrecTION AND REDUCTION PLANS.—Title XIX of the Social
Security Act is amended by adding at the end thereof the following
new subsection:
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“CORRECTION AND REDUCTION PLANS FOR INTERMEDIATE CARE
FACILITIES FOR THE MENTALLY RETARDED

“Sgc. 1919. (a) If the Secretary finds that an intermediate care fa-
cilig’E;‘or] czthe in{znfally retarded has substantial deficiencies which
do not pose an immediate threat to the health and safety of resi-
dents, the State may elect, subject to the limitations in this section,
‘0 “1) submit, within the number of days specified by the Secre-
tary in regulations which apply to submission of compliance
plans with respect to deficiencies of such type, a written plan of
correction which details the extent of the facility’s current com-
pliance with the standards promulgated by the Secretary, in-
cluding all deficiencies identified during a validation survey,
and which provides for a timetable for completion of necessary
steps to correct all staffing deficiencies within 6 mo.nths,.an_d a
timetable for rectifying all physical plant deficiencies within 6
months; or )

“(2) submit, within a time period consisting of the number of
days specified for submissions under paragraph (1) plus 35 days,
a written plan for permanently reducing the number of certified
beds, within a maximum of 36 months, in order to permit any
noncomplying buildings (or distinct parts thereof) to be vacated
and any staffing deficiencies to be corrected (hereafter in this
section referred to as a ‘reduction plan’).

“(b) As conditions of approval of any reduction plan submitted
pursuant to subsection (a)X2), the State must—

“(1) provide for a hearing to be held at the affected facility at
least 35 days prior to submission cf the reduction plan, with
reasonable notice thereof to the staff and residents of the facili-
ty, responsible members of the residents’ families, and the gen-
eral public;

“(2) demonstrate that the State has successfully provided
home and community services similar to the services proposed
to be provided under the reduction plan for similar individuals
eligible for medical assistance; and

“(3) provide assurances that the requirements of subsection (c)
shall be met with respect to the reduction plan.

“lc) The reduction plan must—

(1) identify the number and service needs of existing facility
residents to be provided home or community services and the
timetable for providing such services, in 6 month intervals,
within the 36-month period:

“(2) describe the methods to be used tc select such residents
for home and community services and to develop the alternative
ho‘r‘ne and community services to meet their needs effectively;

(3) describe the necessary safeguards that will be applied to
protect the health and welfare of the former residents of the fa-
cility who are to receive home or community services, including
adequate standards for consumer and provider participation
and assurances that applicable State licensure and applicable
State and Federal certification requirements will be met in pro-
viding such home or community services;
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“4) provide that residents of the affected facility who are eli-
gible for medical assistance while in the facility shall, at their
option, be placed in another setting (or another part of the af-
fected facility) so as to retain their eligibility for medical assist-
ance;

“(5) specify the actions which will be taken to protect the
health and safety of the residents who remain in the affected
facility while the reduction plan is in effect;

“(6) provide that the ratio of qualified staff to residents at
the affected facility (or the part thereof) which is subject to the
reduction plan will be the higher of—

“(A) the ratio which the Secretary determines is necessary
in order to assure the health and safety of the residents of
such facility (or part thereof); or

“(B) the ratio which was in effect at the time that the
finding of substantial deficiencies (referred to in subsection
(@) was made; and

“7) provide for the protection of the interests of employees af-
fected bzy actions under the reduction plan, including—

4 “(A) arrangements to preserve employee rights and bene-
its;
“(B) training and retraining of such employees where nec-
essary;
“C) redeployment of such employees to community set-
tings under the reduction plan; and
“D) making maximum efforts to guarantee the employ-
ment of such employees (but this requirement shall not be
construed to guarantee the employment of any employee).

“(dX1) The Secretary must provide for a period of not less than 30
days after the submission of a reduction plan by a State, during
which comments on such reduction plan may be submitted to the
Secret;zry, before the Secretary approves or disapproves such reduc-
tion plan.

“(9) If the Secretary approves more than 15 reduction plans under
this section in any fiscal year, any reduction plans approved in ad-
dition to the first 15 such plans approved, must be for a facility (or
part thereof) for which the costs of correcting the substantial defi-
ciencies (referred to in subsection (a) are $2,000,000 or greater (as
demonstrated by the State to the satisfaction of the Secretary).

“leX1) If the Secretary, at the conclusion of the 6-month plan of
correction described in subsection (a)1), determines that the State
has substantially failed to correct the deficiencies described in sub-
section (a), the Secretary may terminate the facility’s provider agree-
ment in accordance with the provisions of section 1910(c).

“C9) In the case of a reduction plan described in subsection (a)(3),
if the Secretary determines, at the conclusion of the initial 6-month
period or any 6-month interval thereafter, that the State has sub-
stantially failed to meet the requirements of subsection (c), the Sec-
retary shall— )

“A) terminate the facility’s provider agreement in accordance
with the provisions of section 1910(c); or . )

“(B) if the State has failed to meet such requirements despite
good faith efforts, disallow, for purposes of Federal financial
participation, an amount equal to 5 percent of the cost of care
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for all eligible individuals in the facility for each month for
which the State fails to meet such requirements.

““f) The provisions of this section shall apply only to plans of cor-
rection and reduction plans approved by the Secretary within 3
years after the effective date of final regulations implementing this
section.”. . .

(b) ErrecTive Date.—(1) The amendment made by this section
shall become effective on the date of the enactment of this Act.

(2) The Secretary of Health and Human Services shall issue a
notice of proposed rulemaking with respect to section 1919 of the
Social Security Act within 60 days after the date of the enactment
of this Act, and shall allow a period of 30 days for comment thereon
prior to promulgating final regulations implementing such section.

(c) REpORT.—The Secretary of Health and Human Services shall
submit a report to the Congress on the implementation and results
of section 1919 of the Social Security Act. Such report shall be sub-
mitted not later than 30 months after the effective date of final reg-
ulations promulgated to implement such section.

SEC. 9517. MODIFYING APPLICATION OF MEDICAID HMO PROVISIONS FOR
CERTAIN HEALTH CENTERS.

(a) WAIVING APPLICATION OF 75 PERCENT RULE AND CERTAIN OR-
GANIZATIONAL REQUIREMENTS.—Section 1903(m)(2) of the Social Se-
curity Act (42 U.S.C. 1396b(m)(2)) is amended—

(1) in subparagraph (A), by striking out “(B) and (C)” and in-
serting in lieu thereof “(B), (C), and (G)”’;
(2) in subparagraph (F)—

(A) by striking out ‘“(F)Gi) In the case of a contract with a
health maintenance organization described in clause (ii)”’
and inserting in lieu thereof ‘“(F) in the case of a contract
with an entity described in subparagraph (G) or with a
qualified health maintenance organization (as defined in
section 1310(d) of the Public Health Service Act) which
meels the requirement of subparagraph (A)ii)""

(B) by striking out “such organization” and inserting in
lieu thereof “such entity or organization” and

(C) by striking out clause (it); and

(3)hby adding at the end thereof the following new subpara-
graph:

Q) In the case of an entity which is receiving (and has received
durz_ng the previous two years) a grant of at least $100,000 under
section 329(d)d(1)(A) or 330(d)1) of the Public Health Service Act or is
gelcoeouzgog (and has received during the previous two years) at least

), (by grant, subgrant, or subcontract) under the Appalachian
Regional Development Act of 1965, clauses (i) and (it) of subpara-
th(zg;h IgA) shall not apply.”,

ERMITTING 6-MONTH CONTINUATION OF BENEFITS.—Section
1902()(2) of such Act (42 U.S.C. 1396a(e)2)) is amended—
(1) lr; ;}ulgparagraph (A)—
Y inserting “or with an entit ri 1 1
1903(m)2)G)” after “Public Health Szrliliiicz;gf)q" l‘;tnsectlon

(B) by inserting “or entity” before the period; and

(2) in subparagraph (B)— ’
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(A) by striking out “a health maintenance organization”
ang inserting in lieu thereof “an organization or entity”:
an

(B) by inserting “or entity” after “the organization”.

(c) HEALTH INSURING ORGANIZATIONS.—(I) Section 1903(m)2)(A)
of the Social Security Act (42 U.S.C. 1396b(m)X2)(A)) is amended, in
the matter before clause (i)—

(1) by inserting “(including a health insuring organization)”
after “‘any entity’: and
(2) by inserting ‘(directly or through arrangements with pro-
viders of services)” after “responsible for the provision”.
_ (2) The amendments made by paragraph (1) shall apply to expend-
itures incurred for health insuring organizations which first become
operational on or after January 1, 1986.
SEC. 9518. EXTENSION OF MMIS DEADLINE.

(@) New DEADLINE.—Section 1903(r)1)(B) of the Social Security
Act (42 US.C. 1396b(rX1)(B)) is amended by striking out “the earlier
of” and all that follows through the end of subparagraph (B) and
tnserting in lieu thereof “September 30, 1985.”.

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to payment under section 1903(a) of the Social Security
Act for calendar quarters beginning on or after October 1, 1982.

SEC. 9519. REPORT ON ADJUSTMENT IN MEDICAID PAYMENTS FOR HOSPI-

TALS SERVING DISPROPORTIONATE NUMBERS OF LOW
INCOME PATIENTS.

The Secretary of Health and Human shall transmit to Congress,
not later than October 1, 1986, a report that—

(1) describes the methodology used by States under section
1902(a)13)A) of the Social Security Act, in their making pay-
ments to hospitals, in taking into account the situation of hos-
pitals that serve a disproportionate number of low income pa-
tients with special needs;

(2) identifies each of those hospitals that have had the
amount of their payments under that title adjusted under that
section; and

(@) for each of those hospitals, describes the proportion of
total inpatient-days attributable to low income patients and the
proportion of total inpatient-days attributable to patients enti-
tled to medical assistance under that title.

SEC. 9520. TASK FORCE ON TECHNOLOGY-DEPENDENT CHILDREN.

(a) APPOINTMENT OF TASK FORCE.—The Secretary of Health and
Human Services, within six months after the date of the enactment
of this Act, shall establish a task force concerning alternatives to
institutional care for technology-dependent children (as defined in
subsection (e)).

(b) MemBERsHIP.—The task force shall include representatives of
Federal and State agencies with responsibilities relating to child
health, health insurers, large employers (including those that self-
insure for health care costs), providers of health care to techrgology-
dependent children, and parents of technology-dependent children.

(c) Funcrions oF Task Force.—The task force shall—
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‘dentify barriers that prevent the provision of appropriate
cagz) ilgea h{)‘yme or community setting to meet the special needs
of technology-dependent children; and ] )

(2) recommend changes in the provision and financing of
health care in private and public health care programs (includ-
ing appropriate joint public-private initiatives) so as to provide
home and community-based aﬁltelrélatwes to the institutionaliza-

ion of technology-dependent children. ]

(d)tlIOQEP(}:RT.—Thegg’askpforce shall make a final report to the Sec-
retary and to the Congress on its activities not later than two years
after the date of the enactment qf this Act. .

(e) DEFINITION.—In this section, the term technology-dependent
child” means a child who has a chronic illness which makes the
child dependent upon the continuing use of medical care technology
(such as a ventilator).

SEC. 9521. CLARIFICATION OF MEDICAID MORATORIUM PROVISIONS OF
DEFICIT REDUCTION ACT OF 1984. )

(a) CLARIFICATION.—Section 2373(c) of the Deficit Reduction Act
of 1984 is amended—

(1) in paragraph (1)—

(A) by inserting “(whether or not approved)” after “such
State’s plan”,

(B) by inserting “(including any part of the plan operat-
ing pursuant to section 1902(f) of that Act), or the operation
thereunder,” after “Social Security Act”, and

(C) by inserting “(or its operation’s)” after “such plan’s’;
and

(2) by adding at the end thereof the following new paragraph:

“(5) In this subsection, a State plan is considered to include any
amendment or other change in the plan which is submitted by a
State, or for which the Secretary otherwise has notice, whether
before or after the date of enactment of the Deficit Reduction Act of
1984 and whether or not the amendment or change was approved,
disapproved, acted upon, or not acted upon by the Secretary.”.

(b) SALE oF HomE.—Section 2373(c) of the Deficit Reduction Act
of 1984 is further amended by adding at the end thereof the follow-
ing new paragraph:

“(6) During the moratorium period, the Secretary shall implement
(and shall not change by any administrative action) the policy in
effect at the beginning of such moratorium period with respect to—

“lA) the point in time at which an institutionalized individ-
ual must sell his home (in order that it not be counted as a re-
source); and

“(B) the time period allowed for sale of a home of any such
i(zdividual,

who is an applicant for or recipient of medical assistance under the

State plan as a medically needy individual (described in section

1902(a)(1 OXC) of the Social Security Act) or as an optional categori-

Zaltl)y”needy individual (described in section 1902(a)10)XA)Gi) of such
ct)”,

(c) EFFECTIVE DATE.—The amendments made by this section shall
apply as though they were included in the Deficit Reduction Act of
1984 as originally enacted.
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SEC. 9522. EXPANSION OF SERVICES UNDER DEMONSTRATION WAIVERS.,

In the case of waivers granted to the State of Oregon under sec-
tion 1915(b) of the Social Security Act, the Secretary of Health and
Human Services may waive the requirements of section 1903(m)(2X(A)
of such Act with respect to any entity providing services under any
such waiver if such entity does not provide more than 5 of the serv-
ices listed in section 1903(mX2XA) of such Act, and does not provide
inpatient hospital services.

SEC. 9523. EXTENSION OF TEXAS WAIVER PROJECT.

(a) CONTINUED APPROVAL.—Notwithstanding any limitations con-
tained in section 1115 of the Social Security Act but subject to sub-
section (b) of this section, the Secretary of Health and Human Serv-
ices, upon application, shall continue approval of demonstration
project number 11-P-97473/6-06 (‘“Modifications under the Texas
System of Care for the Elderly: Alternatives to the Institutionalized
?ﬁge;i”), previously approved under that section, until January 1,

(b) TERMS AND ConDITIONS.—The Secretary’s continued approval
of the project under subsection (a)—

(1) shall be on the same terms and conditions as applied to
the project as of the date of the enactment of this Act; and

(2) shall remain in effect until such time as the Secretary
finds that the applicant no longer complies with such terms
and conditions.

SEC. 9524. WISCONSIN HEALTH MAINTENANCE ORGANIZATION WAIVER.

The waiver granted to the State of Wisconsin pursuant to section
1915(b) of the Social Security Act relating to the requirements of sec-
tion 1903(m) of such Act in conjunction with a waiver of the re-
quirements of section 1902(aX23) of such Act shall, upon request by
the State, be reinstated, and shall be renewable for terms of 2 years,
subject to the showings required generally under section 1915(b) of
such Act. ' '

SEC, 9525. NEW JERSEY DEMONSTRATION PROJECT RELATING TO TRAINING
OF AFDC RECIPIENTS AS HOME HEALTH AIDES.

The Secretary of Health and Human Services shall continue for
one additional year the demonstration project conducted by the
State of New Jersey pursuant to section 966 of the Omnibus Recon-
ciliation Act of 1980. Federal matching for such demonstration
project shall be 50 percent.

SEC. 9526. REFERENCE TO PROVISIONS OF LAW PROVIDING COVERAGE
UNDER, OR DIRECTLY AFFECTING, THE MEDICAID PROGRAM.

Title XIX of the Social Security Act is amended by adding at the

end thereof the following new section:

“REFERENCES TO LAWS DIRECTLY AFFECTING MEDICAID PROGRAM

“Sec. 1920. (a) AurHORITY OR REQUIREMENTS TO COVER ADDI-
rronaL INDIVIDUALS.—For provisions of law which make additional
individuals eligible for medical assistance under this title, see the
following: ) ' )

“1) AFDC.—(A) Section 402(a)(37) of this Act (relating to in-
dividuals who lose AFDC eligibility due to increased earnings).
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“ .on 406(h) of this Act (relating to individuals who

lose(BAF‘S:ggweligfibility cflue to increased collection of child or

rt). C e g
SP?‘%?{gzz‘Zgz 414(g) of this Act (relating to certjun individuals
cipating in work supplementation programs). . .
paigslgg[_ —gSection ]6‘]{9)[;f this Act (relating to benefits for in-
dividuals who perform substantial gainful activity despite
jcal impairment). )

Self?(gj ’}‘ngll‘ER CAIIB)E AND ADOPTION ASSISTANCE. —.Sectzo_n 473(b)
of this Act (relating to medicc}l assistance for children in foster
-are and for adopted children). .
Lu“(4) REfI:‘UGEE I:iSSISTANCE.—Section 412(e)(5) of the Immigra-
tion and Nationality Act (relating to medical assistance for cer-
tain refugees). .

“5) ’;\4§SCELLANE0US.—(A) Section ,_?30 of Publzc Law :93-6’6'
(relating to deeming eligible for medical assistance certain es-
sential persons). . . _

“(B) Section 231 of Public Law 93-66 (relating to deeming eli-
gible for medical assistance certain persons in medical institu-
tions).

“(C) Section 232 of Public Law 93-66 (relating to deeming eli-
gible for medical assistance certain blind and disabled medical-
ly indigent persons).

“D) Section 13(c) of Public Law 93-233 (relating to deeming
eligible for medical assistance certain individuals receiving
mandatory State supplementary payments).

“CE) Section 503 of Public Law 94-566 (relating to deeming el-
igible for medical assistance certain individuals who would be
eligible for supplemental security income benefits but for cost-of-
living increases in social security benefits).

“(b) ADDITIONAL STATE PLAN REQUIREMENTS.—For other proui-
sions of law that establish additional requirements for State plans
to be approved under this title, see the following:

“(1) Section 1618 of this Act (relating to requirement for oper-
ation of certain State supplementation programs).

“2) Section 212(a) of Public Law 93-66 (relating to requiring
manda’fory minimum State supplementation of SSI benefits pro-
gram).”.

SEC. 9527. CHILDREN WITH SPECIAL HEALTH CARE NEEDS.

_ (a) Section 501(a)4) of the Social Security Act (42 U.S.C. 701(a)})
is amended by striking out “children who are crippled or who are
suffering from conditions leading to crippling” and inserting in lieu
thereof “children who are ‘children with special health care needs’
or who are suffering from conditions leading to such status”’.

(b) Section 501(a) of such Act is amended by striking out “crippled
children” in the matter following paragraph (4) and inserting in
lieu thereof “children with special health care needs”,

(c) Section 501(bYINA) of such Act is amended by striking out
“crippled children’s services” and inserting in lieu thereof “services
for children with special health care needs’.

(d) Section 502(a)(2)XB) of such Act is amended—
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. (1) by striking out “crippled children’s programs” and insert-
ing in lieu thereof ‘“programs for children with special health
care needs”: and
. (2) by striking out “crippled children’s services” and inserting
in (lll,seg thereof “services for children with special health care
needs”.
(e) Sections 504(b)1) and 509(b) of such Act are each amended by
striking out “crippled children” and inserting in lieu thereof ‘“chil-
dren with special health care needs”.

Subtitle C—Task Force on Long-Term Health Care Policies

SEC. 9601. RECOMMENDATIONS FOR LONG-TERM HEALTH CARE POLICIES.

(a) ESTABLISHMENT OF TASK FORCE.—(1) The Secretary of Health
and Human Services (hereinafter in this section referred to as the
“Secretary’) shall establish a Task Force on Long-Term Health Care
Policies (hereinafter in this section referred to as the “Task Force”).
The Task Force shall be established not later than 60 days after the
date of the enactment of this Act and in consultation with the Na-
tional Association of Insurance Commissioners.

(b) ComposITiON oF Task Force.—The Task Force shall be com-
Dposed of 18 members, which shall include—

(1) two members representing the National Association of In-
surance Commissioners,

(?) three members representing Federal and State agencies
with responsibilities relating to health or the elderly,

(3) three memabers representing private insurers,

(4) three members from organizations representing consumers
or the elderly, and

(5) three members from organizations representing providers
of long-term health care services.

The Secretary shall designate a member of the Task Force as chair.

(c) DEVELOPMENT OF RECOMMENDATIONS.—The Task Force shall
develop recommendations for long-term health care policies, includ-
ing recommendations designed—

(1) to limit marketing and agent abuse for those policies,

(9) to assure the dissemination of such information to con-
sumers as is necessary to permit informed choice in purchasing
the policies and to reduce the purchase of unnecessary or dupli-
cative coverage,

(3) to assure that benefits provided under the policies are rea-
sonable in relationship to premiums charged, and

(4) to promote the development and availability of long-term
health care policies which meet these recommendations.

(d) ReporT.—Not later than 18 months after the date of the en-
actment of this Act, the Task Force shall report to the Secretary, to
the Committee on Energy and Commerce of the House of Representa-
tives, and to the Committee on Labor and Human Resources of the
Senate respecting— ] )

(1) the recommendations developed under subsection (c), in-
cluding an explanation of the reasons for their selection, and

(2) such recommendations for additional activities respecting
long-term health care policies as the Task Force finds appropri-
ate.
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retary, in cooperation with the National Association of In-
slzvzhrfzr‘zsc? (el’on’;ymissione{‘)s, shall provide for the dissemination of the

to each of the States. .

re];:)rtTERMINATCON oF Task Force.—The Task Force shall termi-
nate 90 days after the date of submission of the report required

r subsection (d). .
un((fi)eREPORTS oF SecreTARY.—The Secretary shall transmit to the
Committee on Energy and Commerce of the House of Representa-
tives and to the Committee on Labor and Human Resources of the
Senate two reports on— .

(1) actions taken by the States to implement the recommenda-
tions developed under this section and to recommend additional
action; and ' ) o _

(2) recommendations for legislative and administrative
action, if any, needed to respond to issues raised by the Task
Force or to improve consumer protection with respect to long-
term health care policies.

The first report shall be transmitted 18 months after the date the
report is made under subse-tion (d), and the second report shall be
transmitted 18 months later. )

(g) LonG-Term HEALTH CARE PoLicy DEFINED.—In this section,
the term “long-term health care policy” means an insurance policy,
or similar health benefits plan, which is designed for or marketed
as providing (or making payments for) health care services (such as
nursing home care and home health care) or related services (which
may include home and community-based services), or both, over an
extended period of time.

(h) ASSURANCE OF STATES’ JURISDICTION.—Nothing in this section
shall be construed as recommending Federal preemption of the
States in overseeing the operation and regulation of insurance carri-
ers in their respective jurisdictions.

SEC. 9528. ANgEUIé#A%‘lELCULA TION OF FEDERAL MEDICAL ASSISTANCE PER-

(a) ANNUAL CALCULATION.—Section 1101(a)8)(P) of the Social Se-
curity Act is amended—
(1) by striking out “even-numbered’’: and
(2) by striking out “eight quarters” and inserting in lieu
thereof “four quarters”.

(b) EFFECTIVE DATE.—The amendments made by this section shall
apply to the Federal percentage (and Federal medical assistance per-
centage) for ﬁscql years 1987 and thereafter. Such amendments
shall apply without regard to the requirement of section
1101(@)8)B) of the Social Security Act relating to the promulgation
of the Federal percentage prior to November 30 of the year preceding
the year in which the new Federal Dpercentage becomes applicable.
The Secretary of Health and Human Services shall promulgate such

new percentage for fiscal year 1987 as soon as practicable after the
date of the enactment of this Act.

SEC. 9529. MEDICAID COVERAGE REILA
FOSTER CARE. TING TO ADOPTION ASSISTANCE AND
(a) STATE OF RESIDENCE.—(1) Section 1902(®) of the Social Securi-

ty Act (42 U.S.C. 1396 ] 1
B U a(b)) is amended by adding at the end thereof
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“For purposes of this title, any individual receiving aid or assist-
ance under any plan of a State approved under part E of title IV
shall be deemed to be receiving such aid or assistance from the
State in which the individual actually resides.”.

(2) ErrFective DATE.—The amendment made by paragraph (1)
shall apply to medical assistance furnished on or after the first cal-
endar quarter that begins more than 90 days after the date of the
enactment of this Act.

(b) ELiciBiLity oF CERTAIN AporTepD CHILDREN.—(1) Section
1902(aX10XAXit) of the Social Security Act, as amended by section
9505 of this Act, is amended—

(A) by striking out “or” at the end of subclause (VI);

(B) by striking out the semicolon at the end of subclause (VID)
and inserting in lieu thereof *, or’; and

th) by adding after subclause (VID the following new sub-
clause:
“VIII) who is a child described in section
1905(a)i)—

“laa) for whom there is in effect an adoption as-
sistance agreement (other than an agreement under
part E of title IV) between the State and an adop-
tive parent or parents, , .

“(bb) who the State agency responsible for adop-
tion assistance has determined cannot be placed
with adoptive parents without medical assistance
because such child has special needs for medical or
rehabilitative care, and . i

“lcc) who was eligible for medical assistance
under the State plan prior to the adoption assist-
ance agreement being entered into, or who would
have been eligible for medical assistance at such
time if the eligibility standards and methodologies
of the State’s foster care program under part E of
title IV were applied rather than the eligibility
standards and methodologies of the State’s aid to
families with dependent children program under
part A of title IV;”.

(2) In the case of an adoption assistance agreement (other than an
agreement under part E of title IV of the Social Security Act) en-
tered into before the date of the enactment of this Act— ]

(A) the requirements of subdivisions (aa) and (bb) of section
1902@X10XAXiiXVIID of the Social Security Act shall be
deemed to be met if the State agency responsible for adoption
assistance agreements determines that—

(i) at the time of adoptive placement the child had spe-
cial needs for medical or rehabilitative care that made the
child difficult to place; and

(ii) there is in effect with respect to such child an adop-
tion assistance agreement between the State and an adop-
tive parent or parents; and _

(B) the requirement of subdivision (cc) of such section shall be
deemed to be met if the child was found by the State to the eli-
gible for medical assistance prior to such agreement being en-
tered into.
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1 ] by this subsection

This subsection, and the amendments made . )

shg?l)l apply to adoption assistance agreements entered into before,
on, or after the date of the enactment of this Act.

TITLE X—PRIVATE HEALTH INSURANCE CO VERAGE __

D TO PROVIDE CERTAIN EMPLOYEES AND
SEC. 10001 ZNCHD ;[EI;;BE“SMIISLI;‘%?%TH CONTINUED HEALTH INSURANCE COV.
ERAGE AT GROUP RATES (INTERNAL REVENUE CODE AMEND.

MENTS).

DeniaL oF Depucrion FOR EmpPLOYER CONTRIBUTION TO
PL@IJ)V.—Subsection (i) of section 162 of the Internal Revenue Code of
1954 (relating to deduction for trade or business expenses with re-
spect to group health plans) is amended by redesignating paragraph
(2) as paragraph (3) and by inserting after paragraph (1) the follow-
ing new paragraph:

“(9) PLANS MUST PROVIDE CONTINUATION COVERAGE TO CER-

TAIN INDIVIDUALS.— )

“A) IN ceNeraL.—No deduction shall be allowed under
this section for expenses paid or incurred by an employer
for any group health plan maintained by such employer
unless all such plans maintained by such employer meet
the continuing coverage requirements of subsection (k).

‘{B) EXCEPTION FOR CERTAIN SMALL EMPLOYERS, ETC.—
Subparagraph (A) shall not apply to any plan described in
section 106(b)2).".

(b) DENIAL OF ExcLusioN FOR HigHLy COMPENSATED INDIVID-
vALs.—Section 106 of the Internal Revenue Code of 1954 (relating to
contributions by employer to accident and health plans) is amended
by inserting ‘“(a) IN GENERAL.—” before “Gross’’ and by inserting at
the end thereof the following new subsection:

“(b) ExcepTION FOR HIGHLY COMPENSATED INDIVIDUALS WHERE
PrLaN FaILs To Provipe CERTAIN CONTINUATION COVERAGE.—

“1) IN GENERAL.—Subsection (a) shall not apply to any
amount contributed by an employer on behalf of a highly com-
pensated individual (within the meaning of section 105(h)(5)) to
a group health plan maintained by such employer unless all
such plans maintained by such employer meet the continuing
coverage requirements of section 162(k).

“(2) EXCEPTION FOR CERTAIN PLANS.—Paragraph (1) shall not
apply to any—

“(A) group health plan for any calendar year if all em-
ployers maintaining such plan normally employed fewer
than 20 employees on a typical business day during the pre-
ceding calendar year,

“(B) governmental plan (within the meaning of section
414(d)), or

“(O) church plan (within the meaning of section 41i(e).

Under regulations, rules similar to the rules of subsections (a)
and (b) of section 52 (relating to employers under common con-
trol) shall apply for purposes of subparagraph (A).
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“3) Grour HEALTH PLAN.—For purposes of this subsection,
the term ‘group health plan’ has the meaning given such term
by section 162(:X3).”

(c) CONTINUATION COVERAGE REQUIREMENTS.—Section 162 of the
Internal Revenue Code of 1954 is amended by redesignating subsec-
tion (k) as subsection (1) and by inserting after subsection (j) the fol-
lowing new subsection:

PL:(}{:}) CoNTINUATION COVERAGE REQUIREMENTS OF Groupr HEALTH
S.—

“1) IN generaL.—For purposes of subsection (1X2) and section
106(bX1), a group health plan meets the requirements of this
subsection only if each qualified beneficiary who would lose
coverage under the plan as a result of a qualifying event is enti-
tled to elect, within the election period, continuation coverage
under the plan.

‘) CONTINUATION COVERAGE.—For purposes of paragraph
(1), the term ‘continuation coverage’ means coverage under the
plan which meets the following requirements:

““A) TyrPE OF BENEFIT COVERAGE.—The coverage must
consist of coverage which, as of the time the coverage is
being provided, is identical to the coverage provided under
the plan to similarly situated beneficiaries under the plan
with respect to whom a qualifying event has not occurred.

‘(B) PERIOD OF COVERAGE.—The coverage must extend for
at least the period beginning on the date of the qualifying
event and ending not earlier than the earliest of the follow-
ing:

“6i) Maximum PERIOD.—In the case of—

“D a qualifying event described in paragraph
(3XB) (relating to terminations and reduced hours),
the date which is 18 months after the date of the
qualifying event, and

“II) any qualifying event not described in sub-
clause (I), the date which is 36 months after the
date of the qualifying event.

“(ii) END oF PLAN.—The date on which the employer
ceases to provide any group health plan to any employ-
ee.

“tiii) FAILURE TO PAY PREMIUM.—The date on which
coverage ceases under the plan by reason of a failure to
make timely payment of any premium required under
the plan with respect to the qualified beneficiary.

“fiv) REEMPLOYMENT OR MEDICARE ELIGIBILITY.—The
date on which the qualified beneficiary first becomes,
after the date of the election—

“I) a covered employee under any other group
health plan, or

“(II) entitled to benefits under title XVIII of the
Social Security Act. o

“(y) REMARRIAGE OF SPOUSE.—In the case of an indi-
vidual who is a qualified beneficiary by reason of being
the spouse of a covered employee, the date on which the
beneficiary remarries and becomes covered under a
group health plan.
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“C) PrEmium REQUIREMENTS.—The plan may require
payment of a premium for any period of continuation cover-
age, except that such premium— .

“7) shall not exceed 102 percent of the applicable pre-
mium for such period, and )
“Gi) may, at the election of the payor, be made in
monthly installments. o
If an election is made after the qualifying event, the plan
shall permit payment for continuation coverage during the
period preceding the election to be made within 45 days of
the date of the election.

‘““D) No REQUIREMENT OF INSUR.ABI_LH_'Y.—The coverage
may not be conditioned upon, or discriminate on the basis
of lack of, evidence of insurability. -

“CE) CONVERSION oPTION.—In the case of a qualified ben-
eficiary whose period of continuation coverage expires
under subparagraph (B)i), the plan must, during the 180-
day period ending on such expiration date, provide to the
qualified beneficiary the option of enrollment under a con-
version health plan otherwise generally available under the

lan.

“(gI?J) QUALIFYING EVENT.—For purposes of this subsection, the
term ‘qualifying event’ means, with respect to any covered em-
ployee, any of the following events which, but for the continu-
ation coverage required under this subsection, would result in
the loss of coverage of a qualified beneficiary:

“CA) The death of the covered employee.

“(B) The termination (other than by reason of such em-
ployee’s gross misconduct), or reduction of hours, of the cov-
ered employee’s employment.

“lC) The divorce or legal separation of the covered em-
ployee from the employee’s spouse.

“(D) The covered employee becoming entitled to benefits
under title X VIII of the Social Security Act.

“YB) A dependent child ceasing to be a dependent child
under the generally applicable requirements of the plan.

“(4) AppLICABLE PREMIUM.—For purposes of this subsection—

“(A) IN GENERAL.—The term ‘applicable premium’ means,
with respect to any period of continuation coverage of
qualified beneficiaries, the cost to the plan for such period
of the coverage for similarly situated beneficiaries with re-
spect to whom a qualifying event has not occurred (without
regard to whether such cost is paid by the employer or em-
Dployee).

“(B) SPECIAL RULE FOR SELF-INSURED PLANS.—To the
extent that a plan is a self-insured plan—

@) In GENERAL.—Except as provided in clause (ii)
the applicable premium for any period of continuation
coverage of qualified beneficiaries shall be equal to a
reasonable estimate of the cost of providing coverage
)chl:i s’;tch period for similarly situated beneficiaries

c —

“(D is determined on an actuarial basis, and
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“dD takes into account such factors as the Secre-
tary may prescribe in regulations.

“ii) DETERMINATION ON BASIS OF PAST coST.—If a
plan administrator elects to have this clause apply, the
applicable premium for any period of continuation cov-
erage of qualified beneficiaries shall be equal to—

‘) the cost to the plan for similarly situated
beneficiaries for the same period occurring during
the preceding determination period under subpara-
graph (C), adjusted by

D the percentage increase or decrease in the
implicit price deflator of the gross national prod-
uct (calculated by the Department of Commerce
and published in the Survey of Current Business)
for the 12-month period ending on the last day of
the sixth month of such preceding determination
period.

“6ii) CLAUSE (ii) NOT TO APPLY WHERE SIGNIFICANT
CHANGE.—A plan administrator may not elect to have
clause (ii) apply in any case in which there is any sig-
nificant difference, between the determination period
and the preceding determination period, in coverage
under, or in employees covered by, the plan. The deter-
mination under the preceding sentence for any determi-
nation period shall be made at the same time as the
determination under subparagraph (C).

“C) DETERMINATION PERIOD.—The determination of any
applicable premium shall be made for a period of 12
mt;-zjt‘iizs and shall be made before the beginning of such
period.

“3) ELECTION.—For purposes of this subsection—

““A) ELEcTION PERIOD.—The term ‘election period’ means
the period which—

“(i) begins not later than the date on which coverage
terminates under the plan by reason of a qualifying
event,

“lii) is of at least 60 days’ duration, and

“(iii) ends not earlier than 60 days after the later
o el

4 “(I) the date described in clause (i), or

“(II) in the case of any qualified beneficiary who
receives notice under paragraph (6)D), the date of
such notice.

“B) EFFECT OF ELECTION ON OTHER BENEFICIARIES.—
Except as otherwise specified in an election, any election by
a qualified beneficiary described in clause (iXI) or (ii) of
paragraph (?XB) shall be deemed to include an election of
continuation coverage on behalf of any other qualz‘zed ben-
eficiary who would lose coverage under the plan by reason
of the qualifying event. ) )

“(6) NoTICE REQUIREMENTS.—In accordance with regulations
prescribed by the Secretary— _ '

““(A) the group health plan shall provide, at the time of

commencement of coverage under the plan, written notice to
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ed employee and spouse of the employee (if any)
g‘;ct’}llec%;l;ts progideyd under this subsection, .
“B) the employer of an employee under a plan mzést
tify the plan administrator of a qualifying event de-
o 'bgd in subparagraph (A), (B), or (D) of paragraph (3)
Zfzrtlh respect to such employee within 30 days of the date of

the qualifying evens mployee or qualified beneficiary is re-
“(C)'belac;;rc %‘Z,e?fvli:g fheyplan administrator of the occur-
spozl:lo fi’”y qualifying event described in subparagraph (C)
ren an d
or ‘{E’) of}'lp ar[(;%:cg);m(z%istmtor shqll notify— _ .
D) the p the case of @ qualifying event described in sub-
(i) in A (A), (B), or (D) of paragraph (3), any quali-
qua%r ap ficiary with respect to such event, and
fi le“(- -)en-e the case of a qualifying event described in
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of such beneficiary’s rig AR
For pfurposes of subparagraph D), ‘;ln.y h’;%tlﬁigg?dr;?:gtrze:
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be treated as notification to all other qualified beneficiar wf;ﬁi
c ; : ch notification 1s made.
siding with such spouse at the time SUC bsection—
“7) DEFINITIONS.—For purposes of this S¥9% overed employee’
“(A) CovERED EMPLOYEE.—The term C vided coverage
means an individual who is (or was) PToVY@ dual’s em-
: e individual's em
under a group health plan by virtue of th Tover
ployment or previous employment with an empOYer-
“{B) QUALIFIED BENEFICIARY.— ] S
“t)) IN GENERAL.—The term ‘qualified benef: zézar:y
! ee under a
means, with respect to a covered employ h
T o, on the
group health plan, any other individual whio; is @
day before the qualifying event for that employeé
beneficiary under the plan—
“) as the spouse of the covered employee, OT
1D as the dependent child of the employee.
“(ii) SPECIAL RULE FOR TERMINATIONS AND REDUCED
EMPLOYMENT.—In the case of a qualifying event @€
scribed in paragraph (3XB), the term ‘qualified benefi-
ciary’ includes the covered employee.

“4C) PLAN ADMINISTRATOR.—The term ‘plan administra-
tor’ has the meaning given the term ‘administrator’ by sec-
tion 3(16)(A) of the Employee Retirement Income Security
Act of 1974.”’.

(d) CoNFORMING AMENDMENT.—Paragraph (1) of section 162(i) is
amended by striking out “GENERAL RULE’ in the heading thereof
and inserting in lieu thereof “COVERAGE RELATING TO END STAGE
RENAL DISEASE".
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(e) EFFECTIVE DATES.—

(1) GENERAL RULE.—The amendments made by this section
shall apply to plan years beginning on or after July 1, 1986.

(2) SPECIAL RULE FOR COLLECTIVE BARGAINING AGREEMENTS. —
In the case of a group health plan maintained pursuant to one
or more collective bargaining agreements between employee rep-
resentatives and one or more employers ratified before the date
of the enactment of this Act, the amendments made by this sec-
tl;.m shall not apply to plan years beginning before the later
0 "e——

(A) the date on which the last of the collective bargain-
ing agreements relating to the plan terminates (determined
without regard to any extension thereof agreed to after the
date of the enactment of this Act), or

(B) January 1, 1987.

For purposes of subparagraph (A), any plan amendment made
pursuant to a collective bargaining agreement relating to the
plan which amends the plan solely to conform to any require-
ment added by this section shall not be treated as a termination

of such collective bargaining agreement.
SEC. 10002. TEMPORARY EXTENSION OF COVERAGE AT GROUP RATES FOR
g%%gzv EMPLOYEES AND FAMILY MEMBERS (ERISA AMEND-
(a) IN GENERAL.—Subtitle B of title I of the Employee Retirement
Income Security Act of 1974 is amended by adding at the end there-

of the following new part:

“PART 6—CONTINUATION COVERAGE UNDER GrOUP HEALTH PLANS

“SEC. 601. PLANS MUST PROVIDE CONTINUATION COVERAGE TO CERTAIN
INDIVIDUALS.

“la) INn GENERAL.—The plan sponsor of each group health plan
shall provide, in accordance with this part, that each qualified ben-
eficiary who would lose coverage under the plan as a result of a
qualifying event is entitled, under the plan, to elect, within the elec-
tion period, continuation coverage under the plan.

“b) ExceprioN FOrR CERTAIN Prans.—Subsection (a) shall not
apply to any group health plan for any calendar year if all employ-
ers maintaining such plan normally employed fewer than 20 em-
ployees on a typical business day during the preceding calendar
year. Under regulations, rules similar to the rules of subsections (a)
and (b) of section 52 of the Internal Revenue Code of 195} (relating
to employers under common control) shall apply for purposes of this
subsection.

“SEC. 602. CONTINUATION COVERAGE.

“For purposes of section 601, the term ‘continuation coverage’
means coverage under the plan which meets the following require-
ments:

“l1) TyPE oF BENEFIT COVERAGE.—The coverage must consist
of coverage which, as of the time the coverage is being provided,
is identical to the coverage provided under the plan to similarly
situated beneficiaries under the plan with respect to whom a
qualifying event has not occurred.
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«9) PerioD OF COVERAGE.—The coverage must extend for at
lea.s{tg)the period beginning on the date of the qualifying event
and ending not earlier than the earliest of the following:

“A) MaximuM PERIOD.—In the case of—

“6) a qualifying event described in section 603(2) (re-
lating to terminations and reduced hours), the date
which is 18 months after the date of the qualifying
event, and ] . ]

“4i) any qualifying event not described in clause (i),
the date which is 36 months after the date of the

ualifying event.

“(g) EI(% gF pLAN.—The date on which the employer
ceases to provide any group health plan to any employee.

“C) FarLure 1o pay PREMIUM.—The date on which cov-
erage ceases under the plan by reason of a failure to make
timely payment of any premium required under the plan
with respect to the qualified beneficiary.

“D) REEMPLOYMENT OR MEDICARE ELIGIBILITY.—The
date on which the qualified beneficiary first becomes, after
the date of the election—

“4) a covered employee under any other group health
plan, or

“1i) entitled to benefits under title XVIII of the
Social Security Act.

““E) REMARRIAGE OF SPOUSE.—In the case of an individ-
ual who is a qualified beneficiary by reason of being the
spouse of a covered employee, the date on which the benefi-
cilarjy remarries and becomes covered under a group health
plan.

‘‘3) PremMiuM REQUIREMENTS.—The plan may require pay-
ment of a premium for any period of continuation coverage,
except that such premium—

“lA) shall not exceed 102 percent of the applicable premi-
um for such period, and

“(B) may, at the election of the payor, be made in month-
ly installments.

If an election is made after the qualifying event, the plan shall
permit payment for continuation coverage during the period pre-
ceding the election to be made within 45 days of the date of the
election.

“4) No REQUIREMENT OF INSURABILITY.—The coverage may
not be conditioned upon, or discriminate on the basis of lack of,
evidence of insurability.

“(5) ConvERSION opTION.—In the case of a qualified benefici-
ary whose period of continuation coverage expires under para-
graph (2)(A), the plan must, during the 180-day period ending
on such expiration date, provide to the qualified beneficiary the
option of enrollment under a conversion health plan otherwise
generally available under the plan.

“SEC. 603. QUALIFYING EVENT.

“For purposes of this part, the term ‘qualifying event’ means, with
respect to any covered employee, any of the following events which,
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but for the continuation coverage required under this part, would
result in the loss of coverage of a qualified beneficiary:

“C1) The death of the covered employee.

“C9) The termination (other than by reason of such employee’s
gross misconduct), or reduction of hours, of the covered employ-
ee’s employment.

“3) The divorce or legal separation of the covered employee
from the employee’s spouse.

“4) The covered employee becoming entitled to benefits under
title XVIII of the Soctal Security Act.

“(5) A dependent child ceasing to be a dependent child under
the generally applicable requirements of the plan.

“SEC. 604. APPLICABLE PREMIUM.
“For purposes of this part—

1) IN GENErAL.—The term ‘applicable premium’ means,
with respect to any period of continuation coverage of qualified
beneficiaries, the cost to the plan for such period of the coverage
for similarly situated beneficiaries with respect to whom a
qualifying event has not occurred (without regard to whether
such cost is paid by the employer or employee).

“(9) SPECIAL RULE FOR SELF-INSURED PLANS.—To the extent
that a plan is a self-insured plan—

“A) In GENERAL.—Except as provided in subparagraph
(B), the applicable premium for any period of continuation
coverage of qualified beneficiaries shall be equal to a rea-
sonable estimate of the cost of providing coverage for such
period for similarly situated beneficiaries which—

“(i) is determined on an actuarial basis, and
““ii) takes into account such factors as the Secretary
may prescribe in regulations.

“B) DETERMINATION ON BASIS OF PAST coST.—If an ad-
ministrator elects to have this subparagraph apply, the ap-
plicable premium for any period of continuation coverage of
qualified beneficiaries shall be equal to—

“(i) the cost to the plan for similarly situated benefi-
ciaries for the same period occurring during the preced-
;"ng determination period under paragraph (3), adjusted

y“(ii) the percentage increase or decrease in the implic-
it price deflator of the gross national product (calculat-
ed by the Department of Commerce and published in
the Survey of Current Business) for the 12-month
period ending on the last day of the sixth month of
such preceding determination period.

“(C) SUBPARAGRAPH (B) NOT TO APPLY WHERE SIGNIFI-
CANT CHANGE.—An administrator may not elect to have
subparagraph (B) apply in any case in which there is any
significant difference, between the determination period
and the preceding determination period, in coverage under,
or in employees covered by, the plan. The determination
under the preceding sentence for any determination period
shall be made at the same time as the determination under

paragraph (3).
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“(3) DETERMINATION periop.—The determination of any ap-
plicable premium shall be made for a period of 12 months and
shall be made before the beginning of such period.

“SEC. 605. ELECTION.
“For purposes of this part—
o ‘f()]) %LECTIfON PEﬁ’IOD.—The term ‘election period’ means the
period which— ]
“A) begins not later than the date on which coverage ter-
minates under the plan by reason of a qualifying event,
“YB) is of at least 60 days’ duration, and
“(C) ends not earlier than 60 days after the later of—
“(i) the date described in subparagraph (A), or
“i) in the case of any qualified beneficiary who re-
ceives notice under section 606(4), the date of such
notice.

“«9) EFFECT OF ELECTION ON OTHER BENEFICIARIES.—Except
as otherwise specified in an election, any election by a qualified
beneficiary described in subparagraph (A)i) or (B) of section
607(3) shall be deemed to include an election of continuation
coverage on behalf of any other qualified beneficiary who wo